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PREFACE 





TuHeE Bank of the State of Missouri has been singularly 
neglected by students of American economic develop- 
ment. Founded in the panic days of 1837 and sur- 
rounded by paper banks of the worst sort, it continued 
for thirty years to preach the doctrine of honest money. 
Its great mission was to set standards. An exaggerated 
idea of conservatism often prevented it from performing 
needed business services, but the private banking houses 
and, in later days, the chartered banks, which grew up 
to do the work refused by the State Bank, were forced 
by its example to conduct their business on a higher 
plane. Its last days as a national bank were clouded by 
mismanagement; but this should not cause its splendid 
record as a public institution to be forgotten. In mat- 
ters of financial policy the bank doubtless made many 
mistakes, but they were due usually to extreme caution 
rather than excessive risk-taking. It should be noted, 
however, that the bank can be judged fairly only in the 
light of the problems it had to meet. It was a pioneer 
bank in a new country. 

In beginning this study the author was struck by the 
outstanding fact of the financial conservatism of the 
state. Missouri’s experience was distinctly unlike that 
of her neighbors. An attempt is made in this disserta- 
tion to trace the reasons for the course of this develop- 
ment. Why were there no paper banks in Missouri? 
The answer to this question is the main thesis of this 

277) 5 . 
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study. Part of the answer is to be found in the experi- 
ences of other states and part of it in unhappy Missouri 
experiences of earlier days. Accordingly it is necessary 
to go back to the beginnings of Missouri history in 
order to see how each banking and currency problem 
was handled as it arose. The threads of many influences 
from without the state have been followed. However, 
external events have been studied only so far as they ex- 
erted an influence on local affairs. The method is neces- 
sarily historical Where did the bank come from? 
What was the extent of its service to the state? Why 
was it given up? These are some of the questions that 
have been considered. Thus far the study is conceived 
of as a contribution to the economic history of the 
Middle West. However, a serious attempt has been 
made to analyze the accounts of the bank in order to 
see just how far it was governed by sound banking prin- 
ciples. Here a departure is made from the historical 
method and much attention is given to statistical analy- 
sis. 

The period of Missouri history covered is roughly 
from 1819 to 1877. It begins with a barter economy. 
A little later Saint Louis had two chartered banks (1816 
to 1822). Both were unfortunate. The state then tried 
a Loan Office to relieve the pressure following the dis- 
turbances of 1819. It too had a stormy career. The 
result was that Missourians distrusted any and every 
sort of banking arrangement. Then came the opening 
of the branch of the United States Bank in Saint Louis 
with its years of honest service. It was followed by the 
Cincinnati Commercial Agency—also an honest bank. 
Thus by 1836 Missouri, in an unusual degree, had seen 
both good and bad banking, and so was in good condition 
to consider the building of a state bank. It has been 
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thought necessary to study carefully all of these experi- 
ences in order to get the setting for the organization of 
the State Bank in 1836 and 1837. Then came twenty 
years of banking monopoly, years of honest banking and 
of standard setting, but also of much retardation of bus- 
iness. In 1857 the demand for more banking capital be- 
came too great to be longer withstood. Accordingly a 
general banking law was passed creating a number of 
chartered banks of issue, and removing the State Bank 
from its position of monopoly to one of mere competi- 
tition with the rest. The state saw the drift of events 
and sold out to a private syndicate in 1866. The bank 
was then nationalized and its character changed to an 
institution of the “plunger” type. The sale of the state 
stock really marks the end of the bank as a distinct type. 
Henceforth, it was merely one of a group of Saint Louis 
institutions. The story has, however, been carried down 
to the failure in 1877. This, in brief, is the history which 
this study has sought to develop. 

It should be said in passing that the financial history 
of Missouri up to 1877 is, to an extent one can scarcely 
appreciate today, a history of the business and financial 
interests of Saint Louis. The city dominated the state. 
To a considerable degree the banking history of Saint 
Louis was the banking history of the state. 


4A Note Concerning Authorities 


This study was begun in 1916 as a contribution to the 
history seminar conducted by Professors Jonas Viles and 
Frank Fletcher Stephens at the University of Missouri. 
It was expanded later into a sixty-page monograph and 
presented to the Graduate School of the University of 
Chicago in 1917 in partial fulfilment of the requirements 
for the degree of Master of Arts. At the suggestion of 
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Dr. Henry Rogers Seager the work was continued at 
Columbia University in 1919. It thus represents a study 
carried on over a considerable period of time; and it is 
believed most of the available material has been con- 
sulted. The chief sources are federal and state docu- 
ments and contemporary newspapers. A careful study 
has been made of the Journals of the House and Senate 
of Missouri, the Laws of Msssours, and the Messages of 
the Governors (1819-1877). For contemporary country 
opinion chief reliance has been placed on the Méissourz 
Intelligencer, published at Franklin, Fayette, and Co- 
lumbia. The State Historical Society at Columbia, Mis- 
souri, has a complete file 1819 to date. For Saint Louis 
opinion Zhe Mtssourt Republican, The Democrat, and 
The Argus were largely consulted. Scattered references 
have been made to other papers both in Saint Louis and 
in the country districts. Zhe Bankers Magasine and 
certain Philadelphia financial journals have been largely 
used. 

Secondary material is of a scattering nature and highly 
unsatisfactory. A number of contemporary books on 
banking and currency problems have been consulted in 
an effort to get at the serious thought of the day. A 
great mass of local secondary material is available. It 
consists chiefly of city directories, gazetteers, city and 
county histories, and biographies. It is chiefly of a 
journalistic type and often quite unreliable. Consider- 
able use has been made of it where nothing better could 
be found. Wherever possible, it has been verified by 
comparison with other like data and with the sources 
mentioned above. A statement of the more important 
authorities quoted will be found in the Appendix. 

The following libraries have been consulted and ac- 
knowledgment is here made for the many courtesies 
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shown the author by those in charge at each of them: 
Missouri Historical Society, Saint Louis ; Public Library, 
Saint Louis; State Historical Society, Columbia, Mis- 
souri; University of Missouri, Columbia, Missouri; 
Massachusetts State Library, Boston; Public Library of 
Boston; Harvard University; Yale University; John 
Carter Brown Collection at Brown University; the Pub- 
lic Library of New York City; Columbia University; 
New York University; Public Library of Chicago; 
Chicago Historical Society; the University of Chicago; 
and the Congressional Library. 

Acknowledgment also is made to Professors Jonas 
Viles and Frank Fletcher Stephens of the University of 
Missouri; to Dr. Thorstein Veblen of the New School 
of Social Research; to Dean L. C. Marshall of the Uni- 
versity of Chicago; and to Professors Henry Rogers 
Seager, H. Parker Willis and other members of the staff 
at Columbia University for much valuable assistance and 
criticism. Credit is also due to Alma S. Cable for the 
reading of the proof. 
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CHAPTER I 


Economic CONDITIONS IN EArLy MIssourRIi 


For the first three decades of the nineteenth century 
Missouri was fairly representative of the American fron- 
tier. Her people had come for the most part from Ken- 
tucky and Tennessee, and so had acquired experience in 
getting a living under crude and isolated conditions of 
existence. They were used to trapping and self-suffici- 
ent agriculture. Accordingly the necessary adjustments 
to the Missouri environment were made with no great 
difficulty. It is the purpose of this chapter to give some 
description and analysis of the earlier economic life of 
the state. This should help to get the setting for later 
financial legislation. It should serve to show how and 
why Missouri was able for many years to carry on her 
necessary exchanges without the aid of any sort of or- 
ganized banking. 

Saint Louis had been settled as early as 1764 but had 
grown slowly. When thirty-six years old it had fewer 
than one thousand people.* However, it became the 
nucleus of a little frontier settlement, and population 
gradually spread up and down the Mississippi and west- 
ward along the Missouri and its branches. Once away 
from the rivers it was a wild and unknown country; 
although, at least, it had been visited by Lewis and 
Clark, and by Daniel Boone. In 1810 the population of 
the territory was about 20,000. Then a rapid growth 
began. By 1820 it had reached 66,000, and by 1830 


1Conrad, Encyclopedia of Missouri History (St. Louis, 1901). 
Article on ‘‘ Saint Louis Banking.’’ 


2Coman, Katherine, Economic Beginnings of Far West, vol. ii, p. 56. 
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slightly more than 140,000. This population was scat- 
tered over thirty-two counties and, although St. Louis 
was the business center, its population, city and county, 
was under 12,000 excluding slaves. The following table 
should serve to show something of the scattered state of 
the population.’ 
Frere PoPpuLaTION 
(In thousands) 


County County 
Lincoln .......2-. 3.3 Ralls ee: 65.8) 608658 3.5 
Marion ......-. © 3.5 ROY 5a ee SF ce, we eee 2.4 
Chariton. ......-. 1.5 St. Francis. ...... 1.9 
Washington ...... 5.6 Péiry” 6-28 ee: WAS 2.8 
Jefferson. .....,5.-. 2.3 Cape Girardeau. .... 6.4 
Franklin. ....... 3.0 Scott: sss je te a es 1.7 
Gasconade ....... 1.4 New Madrid ...... 1.8 
Crawford ....... 1,6 Wayne. ....... 2.8 
Cole se kee oes 2.7 Calloway. ....... 4.7 
Montgomery. ..... 3.2 Boone .......-. 6.9 
Pike ....seee 4.9 Howard ........ 8.2 
St. Charles ...... 3.3 Cooper. ....-+... 5.8 
St. Louis ....... 11.3 Saline ......... 2.1 
Ste. Genevieve. .... 1.6 La Fayette....... 2.4 
Randolph ....... 2.4 Clay. | ig Sw ee ee 4.4 
Madison. ....... 1.9 Jackson ........ 2.6 


This table does not indicate that current histories have 
exaggerated the importance of St. Louis; but, rather, 
that it had a remarkable hinterland. In the early days 
the business of the city was very large in proportion to 
its population. 

The town itself was small. By 1820 it had approx- 
imately 600 houses and about 5,000 population.*. Two 
years later Shepard’ reports that paving was being done, 
and that there were “two-story buildings on the cross 


‘21st Congress, 1st Sess., House Document 263, p. 41. 

* Shepard, E. H., History of St. Louis and Mo. (St. Louis, 1870), 
p. 63. 

® /bid., p. 88. 
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streets”. The amount of building was double that of 
any former year. There were 46 general stores, 57 
groceries, 27 lawyers, 13 physicians, and 5 jewelers. 
The assessed valuation of the city was $940,000." 

And yet this little city carried on a considerable busi- 
ness. Its location was strategic. It was the natural 
market for the lead mines of the Mississippi Valley. It 
was the logical outfitting point for the fur trade and for 
the overland trips to Santa Fé and other western posts. 
Moreover, it was the local trading center for all of Miss- 
ouri, much of Illinois and a part of Arkansas. All of 
this made the dominance of St. Louis inevitable. It is 
dificult to estimate the amount of trade handled by 1830, 
but there was a remarkable concentration in St. Louis of 
all the items mentioned above. At first the local mer- 
chants were too cautious to invest in steam-boats, but 
this was soon overcome and St. Louis became not only 
a great river port but also a center for steam-boat re- 
pairing.® By 1826 the reverses of 1819 had been over 
come and trade, though not brisk, had expanded greatly. 

Statehood had come in 1821 under rather stormy cir- 
cumstances. At this time Missouri was a district of no 
mean size centering about St. Louis. Important trade 
relations had been developed with Mexico, the West, and 
the Southwest. 

Mining was by no means the least interest of Saint 
Louis. It was the lead market of the valley and there 
were a number of shot towers in the city. Schoolcraft 
estimated the output of the district at 4,971,000 pounds | 
in 1819. Lead was worth $0.04 a pound in St. Louis. 
There were 45 mines and about 1130 miners.3 Salt licks 


' Edwards, R., and Hopewell, M., Great West (St. Louis, 1860), . 
P. 325. 

* Shepard, op. ctt., p. 63. 

>Coman, op. ctt., p. 55. 


Google 


20 THE BANK OF THE STATE OF MISSOURI [292 


also added something to local commerce. Salt was 
worth $1.00 a bushel.’ 

In 1763 the French trading company of Laclede Le- 
quest sent an expedition up the river from New Orleans. 
Auguste Chouteau was in the group. They viewed the 
site of St. Louis and returned home. The next year 
(1764) Chouteau came back with thirty men and built a 
trading post." This modest beginning was destined to 
control the richest fur territory of North America. 
From Saint Louis, as a center, traders penetrated far 
into the Missouri Valley and explored much of the re- 
gion between it and the Pacific Coast. It was real pio- 
neer work. The district was a more absolute Indian 
country than the region between the Alleghenies and 
the Mississippi at the end of the 17th century. 

From 1789 to 1804 the annual fur trade was in the 
neighborhood of $200,000. In 1808 the following re- 
port was made of the St. Louis receipts: deer skins, 
158,000 ; beaver skins, 3,690 Ibs. ; other skins, 8,000 Ibs. ; 
bear skins, 5,100; buffalo hides, 850.5 Chouteau long 
continued active in the trade. According to Major Bid- 
dle,° he had an investment of about $50,000 by 1819 and 
regularly shipped large consignments to New Orleans. 
He died in 1829. Another early trader of importance 
was Manuel Lisa, a Spaniard and Indian agent during 


1Coman, op. cit., p. 55. 

? Campbell, R. A., Gazateer of Mo. (St. Louis, 1875), p. 517. 

’ Turner, F.J., Rise of New West (N. Y., 1906), p. 118. 

‘ Knox, J. J., History of Banking in U. S. (N.Y. 1903), p. 780 and 
Annual Review Mo. Republican, Jan. 10, 1854. 

5 Ibid. 

* Carr, Lucien, Mo. A Bone of Contention (Boston, 1888), p. 128. 
Major Biddle was a brother of President Nicholas Biddle of the Second 
Bank of the United States and was quite prominent in St. Louis affairs 
of his day. 
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the War of 1812. His honorable character gained the 
confidence of the Indians and soon his trade was the 
envy of his competitors. In 1807 and 1808 he made a 
trip to the present Yellowstone Park and came back 
with visions of future wealth. He organized a company 
with $40,000 capital, planned to monopolize the Miss- 
ouri River trade, and soon had posts 1200 miles up the 
river. This was the first important business undertaking 
in St. Louis.’ Lisa sold his interest in 1819 for $10,000 
and the Missouri Fur Company with $70,000 capital took 
over the business. Its chief base of operations was at 
Council Bluffs, Iowa, but the furs were shipped to St. 
Louis. By 1820 the annual Indian trade was about 
$600,000. About this time William H. Ashley of Vir- 
ginia organized the Rocky Mountain Fur Company and 
built a warehouse in St. Louis. Astor’s American Fur 
Company also entered the field and soon the fur trade 
was at the height of its prosperity. In 1839 the latter 
company had a warehouse 60 x 35 ft. and four stories 
high, while the former had one I02 feet long and three 
stories high. The Hudson Bay Company, however, 
soon acquired control of the Rocky Mountain district 
and the Oregon Country, so that St. Louis territory was 
largely confined to the Missouri Valley. A last St. 
Louis attempt at Rocky Mountain trade in the late 
thirties lost $60,000.53 Also there had been some at- 
tempt to secure business in the Minnesota Country, the 
American Fur Company having entered the field in 1819. 
However, the competition of the British interests was 
too keen here also. Chouteau had traded on the upper 
Mississippi. Eliason records a draft for $1899.33 on P 


1 Houck, L. History of Missouri (Chicago, 1908), vol. iii. p. 191. 
? Edwards, of. cst. p. 325. 
® Haszard’s Register (Philadelphia), vol. iii. p. 214 (1840-41). 


Google 


22 THE BANK OF THE STATE OF MISSOURI [294 


Chouteau and Co., St. Louis, for Minnesota peltry.". The 
inroads of competition and exhaustion of the nearby 
supplies had caused a considerable decline of the fur 
business by the thirties, but peltry was still one of the 
chief factors of St. Louis commercial power. 

It was just about this time that a new trade territory 
developed. The Spanish hold on the Southwest had 
been weakened by the Mexican Revolution of 1821 and 
it was now possible to carry on a systematic American 
trade overland. Congress surveyed a road from Saint 
Louis to New Mexico and wagon trains began to carry 
textiles and tinware to Santa Fé and Chihuahua to ex- 
change for horses, mules, furs, and silver. By 1830 this 
trade amounted to $130,000 a year. Mexican silver 
coins became an important source of western specie, and 
the trade contributed largely to the growth of the city.” 

Aside from this long-distance commerce, Saint Louis 
early became the distributing center for the rural popu- 
lation of Illinois and Missouri. These were districts of 
self-sustaining agriculture and trade was not active, yet 
in the aggregate it added a good deal to the business of 
the city. Many farmers supplemented their income by 
trapping, and their catch found a market in Saint Louis. 
Often attempts were made to take provisions to New 
Orleans by flat-boat, but the trip was long and danger- 
ous and only the exceptional farmer made it pay. The 
country was suffering from all the evils of poor trans- 
portation. Later when steamboat service was inaugu- 
rated business became more active. New houses and. 
much fencing evidenced at least a mild prosperity. 


99 


! Eliason, ‘‘ Beginning of Banking in Minnesota,’’ in Minnesota 
Historical Society Collections, vol. xii, 1905-08, p. 691. 
* Ridgely, W. B., article in Trust Co.’s, June, 1904, p. 387, and 


Turner, op. c#t., p. 124. 
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Crops were good and such products as could be pro- 
duced at home were plentiful. But all through the 
period transportation was poor and currency scarce. 
All of this meant that Saint Louis had much less trade 
from the back country than would be the case from an 
equal population to-day. Still the country districts 
made a substantial contribution to Saint Louis pros- 
perity.’ 

So far it has been the intent of this chapter to show 
something of the basis of Saint Louis business. The 
factors were lead, furs, the business of Illinois and rural 
Missouri, and the Santa Fé trade. It remains to show 
how this business was carried on before the coming of 
organized banking. The basic conditions which have 
been described were those which the first banks had to 
meet, for Saint Louis had banking institutions during 
the last fifteen years of this period. However, they will 
be discussed in later chapters. The rest of this chapter 
will deal with the earlier methods of exchange. Some 
attention will be given to currency conditions contem- 
porary with the first banks. 

A large part of the early Missouri trade was carried 
on by means of barter. Coined money was rare. Furs, 
lead, tobacco and whiskey served as media of exchange 
and, as late as 1811, most of the business was so trans- 
acted.? Needles, pins and sheets of writing paper were 
used for small change.2 In the country districts the 
farmers were also trappers. Furs could be marketed 
more readily than other things and so were adopted as 
a kind of rude currency. Deer-skin became the stand- 


1 For a discussion of rural conditions in Missouri, see Coman, of. cit. 
P- 30 ef Seg. 

? Edwards, op. cét., p. 295. 

3 Carr, op. cit.. p. 133. 
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ard. It was the least variable in price and fairly abund- 
ant.’ Sometimes beaver was considered standard. Var- 
ious kinds of peltry passed current. The range of values 
was quite large and the various kinds were redeemable 
in one another at established rates. An early quotation 
in pounds was: raccoon, $0.125; deer, $0.40; otter, 
$5.00, etc.» Under the Spanish régime notes were pay- 
able in peltry unless Spanish-milled dollars were ex- 
pressly stipulated. $1.00 in specie was regarded as 
worth $1.25 in peltry.2 In 1807 Judge J. B. Lucas 
bought a house in Saint Louis from Pierre Doucho- 
quette for $600 payable in peltries.« In fact the city 
used fur money about as freely as did the country. 
There was little metallic money used in the fur trade. 
The influx of several hundred thousand dollars worth of 
furs each year into Saint Louis was much like the addi- 
tion of so much currency. It was found inconvenient 
to use the furs themselves for purposes of exchange so 
the traders warehoused them in St. Louis and issued 
receipts. These receipts, or ‘‘ deer-skin’”’ notes as they 
were called, passed current all up and down the river.’ 
In the Minnesota trade prime beaver at $2.00 a pound 
was the 1820 standard.© In the country districts of 
southeast Missouri cotton was used. In 1818 New 
Madrid county petitioned the local governor to declare 
cotton legal tender at two-thirds of the Nashville price.’ 

The files of the early Missouri newspapers such as the 


1 Conrad, op. cst. Article on ‘‘ Saint Louis Banking.’’ 
2 Ridgely, op. ctt., p. 387. 

® Houck, op. c#t., p. 191. 

* Knox, op. ctt., p. 780. 

* Knox, of. ctt., p. 780. 

*Eliason, op. ctt., p. 691. 

™ Houck, of. ctt., vol. iii, p. 191. 
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Missourt Gasette and the Intelligencer furnish many 
illustrations of barter economy. Some selections are 
given here: 


Take notice that about the last of April 1805, I gave my 
note for $400 to Geo. H. Dougherty to be paid in horses 
above four and under eight years old, this to forewarn all 
persons for trading for said note as I am resolved for good 
reasons not to pay the same unless compelled by law. 

Joun BLoom 
Nov. 11, 1808.’ 


The subscriber has just opened a quantity of bleached 
country linen, cotton cloth, etc. . . . which he will sell on 
very low terms. He will take in payment furs, hides, whiskey, 
country-made sugar, and beeswax. Saint Louis. Jan. 3, 
1810.” 


Dry goods, groceries, liquors, iron, steel for cash or pork. 
B. Pratre.’ 


Notice to farmers—Owing to the pressure of the times 
and the want of capital we will receive meat, tobacco, etc. on 
a commission basis paying cash when we can get it.‘ 


Duff Green of Franklin advertises that he would receive 
the following in payment of debts (pork, corn, wheat, tobacco, 
beans, peas, onions, beeswax, potatoes, lard, butter, tallow, 
flax, tow linen, linsey, deer-skin, furs . . . “in fact any sort 
of produce.”’® 


A number of such advertisements may be found in almost 


"Mo. Gazette (St. Louis), Dec. 21, 1808. 


*Quoted from a St. Louis paper as a typical advertisement in Ed- 
wards, Zhe Great West, p. 295. 

® Mo. Gazette, Jan. 11, 1809. 

* Mo. Intelligencer and Boone's Lick Advertiser (Franklin), Nov. 11, 
1819. 

5 Ibid. 
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any issue of the local papers, indicating a general and 
acute shortage of money. : 

While these seem representative of prevailing ten- 
dencies, the country was not wholly without currency 
and specie. During the Spanish régime silver had been 
imported from Spain to pay troops stationed at Saint 
Louis. One shipment of $12,000 is recorded." Later 
the Santa Fé trade caused the influx of a good deal of 
silver. It was relatively plentiful in 1820 in Saint Louis, 
Saint Charles and Ste. Genevieve, and consisted of Mex- 
ican, Central American and Spanish coins. Some Eng- 
lish, French, German and Spanish gold was also in cir- 
culation.*. The “lost and found” column of the /#¢el/s- 
gencer shows that coin was not wholly absent: ‘$100 
reward for recovery of a small trunk containing $800 
specie except about $50 in Bank of Missouri notes.’ $ 

The Mtssourt Intelligencer, published at Franklin, an 
inland town opposite the present site of Boonville, 
throws much light on general business conditions. It 
has already been quoted to show something of barter 
conditions and of the presence of at least limited amounts 
of specie. It also gives evidence of considerable use of 
paper money. In the issue of July 23, 1819, the Franklin 
stores announced that they would receive Missouri and 
Illinois notes for merchandise. The Boggs and Rector 
store included those of North Carolina, South Carolina, 
Georgia, Tennessee and Kentucky. In the issue of 
March 11, 1820, a reward was offered for the recovery 
of a purse containing $55 in Bank of Missouri notes. 
Editorially the Jntelligencer protested against the flood 


1Knox, op. cit., p. 781. 


* Address of Lon V. Stephens in ‘‘ Banking and Resources of Mo.,’’ 
at World’s Congress of Banks and Financiers, Chicago, 1893. 


3 Mo. Intelligencer, Nov. 11, 1820. 
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of counterfeit small notes and advised against the use of 
bank paper in denominations less than $5.00." The 
Land Office at Franklin announced that it was now re- 
ceiving notes of certain designated city banks in pay- 
ment for government land.* 

Putting together such evidence as we have, it seems 
clear that by 1820 the country districts of the state were 
far from a complete dependence on barter. They were, 
however, quite as far from having sufficient currency and 
specie for the necessary transaction of their business 
affairs. 

Purposely no discussion so far has been included re- 
garding ways and means of banking. By this time Mis- 
souri had a bank but she had developed it after trying a 
good many makeshift banking arrangements. 

The first banking was done by certain traders. Flat- 
boat men going up and down the river often made col- 
lections and transferred funds. The following is an 
illustration of the method: 


Bill of lading—shipped to Peter Povenchere of the town of 
St. Louis, merchant, on board the boat Jas. Madison, whereof 
Charles Quincy is master, ready to depart for Louisville, 
Kentucky, 6 packs of deer-skins, marked and numbered . . . 
and a bbl. of bear’s oil which I promise to deliver unto Mr. 
Francis Tarascon, merchant of Louisville, Ky. I acknowl- 
edge also to have of said Peter Povenchere a note of Peter 
Menard on Louis Lorimer, inhabitant of Cape Girardeau, for 
1000 lbs. receiptable deer-skins, said note transferred to my 
order; and I bind and engage myself to ask of said Louis 
Lorimer the payment of said note and if I reclaim it to de- 
liver to said Francis Tarascon the 1000 Ibs. of deer-skins to- 


1 Oct. 7, 1820. 
2 Mo. Intelligencer, Mar. 11, 1820. 
* Knox, op. ctt. p. 780. 
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gether with the six packs and bbl. of bears oil now received.’ 


A man going on a trip sometimes offered to carry funds 
or make collections. An example is shown by the fol- 
lowing advertisement which appeared in the AM¢ssouré 
Gazette of January 1, 1809: 


The subscriber to set off to New Orleans, Washington, 
Philadelphia, and New York next February. Will return 


May or June. Offers agency to the public in commercial or 
confidential line. 


The Saint Louis fur companies themselves often under- 
took to carry on banking functions for their customers, 
making loans, cashing drafts, and selling exchange.* In 
1764 Auguste Chouteau adopted the plan of entering 
the value of the skins which he purchased in a book in 
livres. Then he threw the bale of furs into his ware- 
house and the customer had a credit against which he 
could trade. The livre existed only on the book. He 
had no French coins. The accounts were all kept in 
money terms, so it was not simple barter. After about 
1770 there was some Spanish coin in circulation, but fur 
money was the thing generally used. Maxent Laclede 
and Company had had a monopoly, but some competi- 
tion developed. The merchants got together and de- 
cided that fur money would be understood unless “hard 
money” was stipulated and that furs of first quality 
should be valued at 40 cents a pound, second quality 30 
cents and third or inferior grade 20 cents. Quality was 
protected by a proclamation of Governor Cruzat requir- 
ing an examination before weighing. The balance of 
trade usually favored St. Louis and capital was rapidly 


1 Quoted by Ridgely, op. ctt. p. 387. 
* Eliason, op. cit. p. 676. 
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accumulated. A trapper would be given a receipt for 
his season’s catch and this receipt would pass current by 
indorsement. It was called a ‘‘bon” and was redeem- 
able in so much in furs on demand. When furs were 
shipped to New Orleans or Montreal, drafts were drawn 
on the buyer who accepted them and made payment by 
sending needed supplies." This method with various re- 
finements incident to increasing use of specie developed 
into the typical St. Louis private bank. Certain re- 
spected business men gradually took on banking func- 
tions. In 1808 Wilkinson and Price advertised that they 
had bills of exchange on the government for sale. And 
in newspapers of the city, 1810-19, begin to appear 
notices of brokers and merchants doing certain work 
incident to banking.’ 

Meanwhile business methods had been changing rap- 
idly. The increasing volume of business made the make- 
shifts just described seem woefully inadequate. Saint 
Louis had reached the stage of organized banking. 
Her earlier experiments are described in chapters ITI and 
V. Here it may merely be said in passing that by 1821 
barter was of declining importance. Notes of the Bank 
of Missouri, notes of the U. S. Bank, and those of chart- 
ered banks of other states were becoming numerous. 
Private banking was not in favor. The General Assem- 
bly of 1821 passed an act prohibiting the circulation of 
the notes of private banks and conferring exclusive rights 
on the notes of the U. S. Bank and those of Missouri 
chartered institutions. The penalty for violation was 
a fine of $100 to $300 or a year in jail or both at the 
discretion of the court.3 


' Stevens, W. B., St. Louss the Fourth City (St. Louis, 1909), pp. 
287-290. 

* Houck, op. cst., vol iii, p, I9r. 

® Mo. Intelligencer, Jan. 15, 1821. 
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CHAPTER IIT 


NATIONAL CONDITIONS AFFECTING EARLY MISSOURI 
BANKING 


BusINEss in Missouri reached a point where banking 
institutions became necessary at a time when national 
finances were much unsettled. The charter of the First 
United States Bank expired in 1811 and renewal was re- 
fused. It had been conceived by Alexander Hamilton 
as a method of securing permanency to the national gov- 
ernment by making provision for the war debt and thus 
forcing the respect of foreign powers. His masterful 
arguments overcame constitutional objections and in- 
duced the investment of much overseas capital in the 
bank. His expectations were fully justified. The bank 
did its full share in making the new government re- 
spected abroad and in addition paid satisfactory returns 
on the capital. The dividends averaged 8% per cent.’ 
Albert Gallatin, Secretary of the Treasury, had submit- 
ted a report to Congress asking for a renewal of the 
charter and highly commending the management. He 
argued that the bank had done its full duty. The fight, 
however, did not turn on questions of management. 
The old question of constitutionality was revived. At 
this stage of American history, states-rights ideas were 
much in evidence. Moreover, it was contended that 
state institutions could do all the national bank had 


1 Goddard, T. H., General History of Banks in Europe and U. S. 


(New York, 1831), p. 94. 
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done and that no local control would be lost. Another 
motive was also present: The bank had many British 
stockholders and the operation of the Embargo and 
Non-Intercourse Acts had caused hatred of all things 
British. Representative Derba of Kentucky made a 
speech in Congress in which he claimed the stock was 
owned by George III." What seems more fundamental 
is that all the cheap-money forces fought the recharter, 
picking up such arguments as happened to come to 
hand. The fight was hard and when the final vote came 
Vice-President Clinton had to cast the deciding ballot. 
He voted against the bill and the charter was lost.’ 

The liquidation of the bank not only left the country 
without banking facilities, but it caused about $7,000,000 
of specie to be sent back to Great Britain in payment for 
stock owned in that country. This was just a year be- 
fore the outbreak of the War of 1812.3 

With the national bank out of business and public 
opinion favoring local institutions, it is not surprising 
that many state charters were granted. An attempt was 
being made to fill the gap. Local banks, operated 
within their own borders under state charters, was the 
solution offered. Between 1811 and 1814, one hundred 
and twenty state banks were organized with a total 
capitalization of nearly $30,000,000, much of which was 
paid for by loans on the security of the stock. The 
circulation of the country during this time increased 
from $22,000,000 to $45,000,000.4 This occurred during 


1C. C. Plehn, Article in Bulletin American Institute Bank Clerks, 
June 1, 1903. 

*Spalding, E. G., One Hundred Years of Banking (Buffalo, 1876). 
Address. 

* Albert Gallatin, Considerations on Currency and Banking in U.S., 
P. 44. 

* Ibid., p. 44. 
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a war that ruined our foreign commerce and coastwise 
trade. Little provision was made for regulation of the 
note issue, and that meant an unregulated banking busi- 
ness, for deposit banking was still quite unimportant. 

The War of 1812 put a heavy strain on these state 
banks. The government soon found they were too weak 
to be depended upon for necessary war finance. By 1814 
most of them, outside of New England, had found the 
pressure of war too great and had suspended. Their 
notes went to a discount, but were still used. There was 
little specie left in the country and when general suspen- 
sion came there was nothing better. It was either use 
these notes or “‘shut up shop.”* Grave financial disor- 
ders ensued. The government had funds to the amount 
of $9,000,000 in ninety-four of the state banks. These 
funds were tied up just when they were most needed for 
war purposes. The interest on the national debt was 
defaulted.*. The government was forced to sell its paper 
at a heavy discount to secure necessary war funds and 
so the cost of the war was largely increased. 

After the war there came a speculative period culminat- 
ing in the Panicof 1819. The finances of the country were 
still in the hands of the suspended banks. The several 
states began to look about for a remedy and the most com- 
mon answer was more state banks. The makers of our 
federal constitution had “‘ hard money” ideas. States were 
forbidden to issue bills of credit, but they circumvented 
the law by creating private corporations with virtually 
that power. In many cases the state became a direct 
partner. The national bank idea was taken over by the 
state and re-enacted on a local basis. As early as 1810 


' Callender, G., Economic History of U. S. (Boston, 1909), p. 565. 
2 Spaulding, ofp. cit., p. 22. 
? Hepburn, A. B., Contest for Sound Money (N. Y. 1903), D. 78. 
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Vermont, Delaware, Kentucky, and North Carolina had 
organized banks wholly or partially owned by the state." 
In many cases the capital was only partly paid up and it 
was no uncommon thing for the shareholders to borrow 
back all they had put in.*. The denominations of the 
circulation often were made small on the theory that de- 
mands for redemption would thereby be less frequent. 
Many of the banks were located in inaccessible places 
to further hinder presentation. Public opinion seemed 
to sustain this kind of banking. The debtor classes, as 
always, wanted cheap money. It was not considered 
good form to ask for specie, and tar and feathers some- 
times were used to dissuade those who persisted. 
Moreover, as time went on, the state banks loaned more 
and more heavily on real estate paper. Under the credit 
system of selling public lands the purchaser had only to 
pay down 25 percent. No lots were sold of less than 
160 acres. The result was that men put all their money 
into the initial payment and trusted to bank loans for 
the balance.2 In 1814 the sales of public land amounted 
to only 864,536 acres; by 1819 it had increased to 
5,475,048 acres, a total which was not to be reached 
again for fifteen years.* Everybody was trying to find a 
remedy for the economic disorder.’ Numerous state 
plans were put forward, but the problem was a national 
one and could be met only on a national scale. 


1 Hepburn, of. cit., p. 74. 

* Bullock, C. J., Essays on Monetary History of U. S. (Boston, 1907), 
p. 83. 

> Turner, op. cit., p. 136. 

‘Simons, A. M., Social’Forces in American History (N. Y., 1911) 
p. 161. 

* It was during this time of speculation and suspension that organized 
banking was attempted first in Missouri. The Bank of St. Louis 
opened in 1816. See chapter iii. 
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In 1814 Dallas was appointed Secretary of the Treas- 
ury and he at once began an agitation for currency re- 
form. In 1815 he asked for national banking legislation, 
holding that it was not to be expected that the state 
institutions could or would meet the issue. They were 
finding suspension profitable. 

Finally in 1816 the charter of the second United States 
Bank was approved by Congress. The authorized capi- 
tal was $35,000,000, one-fifth of it to be owned by the 
government. It was provided, however, that the bank 
might open when all of the government stock and $8,- 
400,000 of the private stock had been paid in. The 
cheap-money interests had fought the project bitterly, 
and their influence no doubt accounts for some of the 
weak points in the charter. Only $2,000,000 coin and 
$13,872,610 bonds were actually paid in, the balance be- 
ing represented by stock notes." There was no charter 
limit on the amount of capital to be assigned to each 
section of the country and, as a result, the debtor re- 
gions in the West and South soon had the larger part of 
its business. Sixteen of the twenty-nine branches were 
west of the Mississippi or south of the Potomac.* How- 
ever, the great purpose of the bank was to bring about 
the same sort of note redemption in the West as had 
already been accomplished for New England by the 
Suffolk Bank. 

The early days of the national bank were days of dis- 
honesty and bad management. In 1818 its loans were 
$43,000,000, largely either directly or indirectly on spec- 
ulative real-estate investments. A Congressional Com- 
mittee of Inquiry on the question of the bank’s solvency 
reported that it was not in a failing condition; but the 


1Plehn, op. ctt., passim. 
* Wildman, M. S., Money Inflation in U. S., p. 104. 
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fact that forty members of Congress were stockholders 
doubtless tempered the report.* At any rate drastic re- 
organization was deemed necessary and the bank im- 
ported $7,000,000 specie at a cost of $800,000. This 
together with a policy of retrenchment enabled it to save 
itselfi—but the panic was on. 

Taking a broad view, the Panic of 1819 was a part of 
the collapse following the wars of Napoleon. The in- 
dustrial boom caused by the Embargo, the War of 1812, 
excessive internal improvements, and Western land spec- 
ulation were all factors of weight. Senator Benton laid 
the whole blame on the oppression of the United States 
Bank.3 At any rate the storm broke when it tried to 
force the state banks to resume specie payments. The 
currency was in a deplorable condition. Western notes 
were quoted at from 10 per cent to 60 per cent discount 
and Southern notes from I per cent to 25 percent. The 
Bank of Tennessee at Nashville had suspended in 1819. 
The Missouri banks were also in trouble. In 1821 Pres- 
ident Cheves stated that he was unable to find any bank 
in Tennessee, Indiana or Illinois that he considered 
sound.* In fact few Western or Southern banks even 
made a show of specie payments from 1819 to 1822. 
The states that passed stay laws were in the worst con- 
dition because the United States Bank was afraid to ven- 
ture into territory where obstacles were set deliberately 
to prevent collection of debts. It refused to accept the 
notes of non-specie-paying banks in payment of public 


‘Niles Register, Feb. 27, 1819. 
*Berkeley, W. A., The Money Question (Grand Rapids, 1876), p. 


127; Report of U. S. Comptroller of Currency, 1876, pp. ix and xxxiii; 
and Hildreth, Richard, History of Banks (Boston, 1837), p. 64. 


*Simons, of. cit.. p. 160. 


‘Catterall, R. C. H., The First Six Years of Second U.S. Bank 
(Ph. D. thesis, Chicago, 1902), p. 83. 
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dues and restricted the circulation of such banks by 
sending their notes home for redemption. As it kept 
its own notes as far as possible out of what it considered 
dangerous territory, the South and West were left with 
no sound currency. 

Now why did the United States Bank take such drastic 
measures? It had been founded to end the condition of 
suspension and the Congressional investigations had 
convinced the bank early in its career that the only safe 
thing to do was to follow the charter. Moreover, the 
policy of receiving the notes of suspended banks indis- 
criminately meant that it might be unable to meet its 
own obligations in specie. It could not afford to sus- 
pend. The penalty was twelve per cent. 

The bank had discounted too liberally on Western 
landed security, holding over $6,500,000 of Western 
paper in 1819. It pressed for the payment of the big . 
debt and of course became unpopular. It did not at- 
tempt to expand the national currency, but rather to 
limit it to the amount that could be supported by the 
specie reserves. The notes of the national bank, being 
uniform, were in demand for long-distance payments and 
were purchased with state bank notes. In this and other 
ways large amounts of such notes were accumulated in 
the branch offices. The weekly settlement which was 
demanded caused the state banks to look to their re- 
serves and to withdraw excess notes from circulation. 
This forced contraction explains much of the opposition 
to the bank and why it was so largely a Western devel- 
opment.” When the paper state banks began to fail, the 
national bank was held responsible. Richard Hildreth, 
however, comes nearer to the truth when he says that 


' See Wildman, of. c#t., pp. 104-109. 


Google 


309] EARLY MISSOURI BANKING 37 


they had no one to blame but themselves, for they had 
little capital except the cupidity of the public." 

Kentucky perhaps affords the best example of the 
paper banking of the time. She had chartered forty- 
three independent banks by a single act of her legisla- 
ture and by 1818-19 all had suspended.* Their charters 
were repealed and the Commonwealth Bank of Kentucky 
organized without stockholders, and under the manage- 
ment officers elected by the legislature. The circulation 
was assigned to counties in proportion to their taxable 
property and was to be loaned to needy citizens on real 
estate mortgage security. The only real capital was an 
appropriation of $7,000 to pay for the printing of the 
notes. An issue of $2,000,000 was put out. Any 
debtor who tendered these notes and met with a re- 
fusal had his debt automatically extended for two years. 
This circulation was declared unconstitutional,‘ but the 
reply of the state was merely to oust the judges. Ken- 
tucky experienced the worst evils of inflation. A fifty 
to seventy-five per cent discount was not uncommon for 
Commonwealth Bank notes. Kentucky, however, was 
not alone in her attempts at debtor relief. The West 
was desperate. The records of nearly all the Western 
and Southern legislatures are filled with stay laws, loan- 
office plans, and other legislation of a similar nature. 
The Missouri Loan Office was one of this group of ex- 
periments. 

The panic had left a path of widespread ruin. If there 
had been no domestic troubles the depression would 


1Hildreth, Richard, History of Basks, p. 68. 
*Ibid., p. 71. 

* Turner, op. cét., pp. 138-139. 

* See ll Peters 348. 

’ See chapter iii, Section C. 
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have been severe. The European war (1793-1815) had 
made business for American merchants. The farm pro- 
ducts of the Mississippi Valley had found markets 
abroad. The general peace ruined this business. More- 
over, the close of the War of 1812 stopped the govern- 
ment demand for many products. Land, which had 
been bought at speculative prices, could not be sold and 
money could not be secured to pay the interest on the 
mortgages. The national bank had determined to save 
itself at all costs, and so was calling loans and foreclosing 
mortgages in every quarter. It came to own most of 
Cincinnati and 50,000 acres or more of Kentucky and 
Tennessee land.* It soon acquired the name of “‘ Mon- 
ster’? and was attacked by all the debtor states. All 
sorts of legislation against the bank were tried. It was 
generally charged with deliberately attempting to col- 
lect all the specie of the country into its own coffers. 
In 1817 Maryland levied a tax of $15,000 on the branch 
at Baltimore and Tennessee placed one of $50,000 on the 
branch at Nashville. Illinois barred it from the state 
altogether. Kentucky taxed each of its two branches 
$60,000.2 Ohio made a $50,000 levy and denied the bank 
the right to plead a case in the state courts.3 A decision 
of the United States Supreme Court denied the right of 
the states to levy such taxes and thus saved the bank 
from utter ruin. However, the lawlessness of the frontier 
asserted itself and the bank found it very difficult to get 
justice. 

By 1822 the currency was in much better condition ; 
but there was still depression and falling prices. Trade 


1 Wildman, of. cét., pp. 107-108. 
3 Ibid. 

* Simons, of. ctt., p. 163. 

‘ Wildman, of. cét., p. 108. 
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and industry showed little activity and did not recover 
fully until about 1830. The state banks of the West 
mostly had given up the struggle and anti-bank feeling 
had prevented the organization of new ones. The 
United States Bank accordingly had little Western com- 
petition.’ 

The West and South, however, were far from satisfied 
with the service rendered by the bank. They usually 
owed the East and accordingly notes issued in the South 
and West were sent East regularly to pay balances. In 
August 1818 it was determined to stop this by supplying 
the debtor sections with branch drafts which were re- 
deemable only in Philadelphia. The note issues were 
withdrawn then as rapidly as possible from these dis- 
tricts.2, The branches did not always follow the rules 
laid down by the mother bank, and often bad banking 
was carried on. Communication was difficult and, if a 
branch board of directors chose to defy the home office, 
as they sometimes did, redress was slow in coming. 
The branch policies often were quite at variance with 
those announced in Philadelphia. This lent color to the 
later charges of President Jackson that the bank had 
failed to establish a uniform and sound currency. 

Before attempting to discuss the troubles with Jack- 
son it will be well to glance at the published statements 
of the bank. 

On October 1, 1822, the following report of its condi- 
tion was made to Congress :* 


1 See Hildreth, R., History of Banks, pp. 78 to 8o. 

? Root, L. C., in Sound Currency, Sept. 1, 1897, p. 12. 

* Catterall, R. C. H., Successes and Failures of First and Second U. 
S. Bank in Academy Political Science Proceedings, vol. i, no. 2, Jan., 
IgII. 

*Goddard, T. H., General History of Banks in Europe and U. S. 
(N. Y., 1831), pp. 98 to 106. 
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Assets (Investments) 





U.S. 5 percent Stock ...... ec... se ees $11 ,000,000.00 
U.S. 6 percent Stock... 2.2.2.2... ee eee 2,020,469.27 
Personal Loans  # .......24e6e4-+.e0ce80, 26,236, 150.88 
Loans Secured by Bank Stock ...........- 5,974,725-80 
Mortgage Loans 3 .......2.24+424+ee8 8,000.00 
Due from State Banks at Interest. .-........ 730,918.70 
Real Estate Taken for Debt... .......2.... 587, 102.38 
Due from State Banks Current Account. .-..... 910,950.97 
Paid on Account Bonus and Premium 5 per cent Stock. 1,180,880.00 
Banking Houses at Cost ..........2e0468-. 834,922.15 
State Bank Notes . ws se eee ee te te 664,642.56 
SOC asin ers ie ve Ge ae See eR. Ge ee A 3,340,434.22 

$53,504,196.99 

Liabilities 

Capital paid OD <6 & 6:40.36 6, Sie M bees WD Se eG $34,892.139-63 
Circulationiw-<  .6.46¢% S044) 5. wae ede he eo 5,456,891 .90 
DG pois eves fs ees cede a ds wh & A eS 6,776,492-74 
Unclaimed Deposits .........+.4.ss-+ee++0. 129,741.28 
Dueito Banks: 6004644 bo bb ae Se eS ee 1,964,898.36 
Reserve for Losses... .- 2-2. 22 eee eee 3,743,899-00 
Profit and Loss. 6. pS 8k Oe Seo ee 51,897.07 
Interest July 1 to Sept. go. . - 2... 7 2 wee ee 388,237.01 

$53,504,196.99 


The suspended debt was $10,418,306.66, all considered 
good except $3,743,899.00 for which a reserve had been 
provided. These losses were chiefly in Ohio and Ken- 
tucky and other Western states. On April 1, 1819 Ohio 
and Kentucky debts were $6,351,120.80. By August 30, 
1822 there had been a reduction to $5,389,477.18. The 
report concludes that it is the policy of the bank to be 
indulgent with the suspended debt account if security 1S 
arranged, and that on the whole the loans are as good 
as those of other banks in their respective communities. 
The loans of the different branches were not given sep- 
arately but Boston had only $95,000. Evidently the 
bank was not doing much business in the Northeast ; 
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but the figures given show something of the difficulties 
the bank had to meet in the West. 

The statement of August 1, 1831, shows something of 
the growth of the business : 


Investments 

Funded Debt. ...- 1... ee ee eee ewes $3,490,681 .06 
Personal Loans sk 6:twe we. hee kh ve ES a 41,585,298.70 
Mortgage Loans... ... 2. ee see eee ewes 19,700.00 
Domestic Bills... ..- 2... 1. ee ew te ees 14,409,479.72 
Foreign Bills. . 2... 1... 2 we ee ee ee ee 121,214.60 
Bank Stock: 24:2 4.6. #8 4. €44) 24) 5. 44% 48 777,458.07 
Mortgages: 6.8. a ee SO ee Re 140,958.63 
Bills Chargeable to Contingent Fund. ........ 3,452,976.10 
Real Bstaté. 2c.4.46 “24 @ ee ww aoe eed 2,491,892.99 
Due from Banks ...............2ce0e868 621,523.08 
Expenses; <s: S Gee oS ek ee Se eS 259,383.50 
Banking Houses. .........-22+4e8e00... 1,160,455.54 
Notes of State Banks. . 2... 1. ee ee ee ee ee 2,080.442.33 
SNE eee a cole es, wh Roe ee a 11,545,116.51 

$82,165,578.89 

Liabilities 
Capital paid up . 0 2 2 ee et tt tt $35,000,000.00 
Ciredlatign®' +. Sis. 4 203.5% wee a ew we - + 22,3090,447.52 
Deposits = 2 ...2..- 2 eee eer eee eae 16,368,085.89 
Public Deposits oe ee ee $7,252,249.42 
Private Deposits ...... ... 9,115,836.47 

Due to Individuals in Racopes Sieh ibe. iby ae Sc nate Set hn alse 2 168,372.72 
Unclaimed Deposits .. ........+2.-.-. 251,766.03 
Pnterest ke SE Ee ee SE ee RES a Oe 614,685.07 
Profitand Loss ........-2.e2e0e-.c0c0848-8 1,750,048.51 

$82, 165,578.89 


The circulation of the bank had never been excessive. 
The statement here given is about the maximum before 
1836. Prior to 1824 it had been below $6,000,000 and 
the specie holdings were usually in excess of the circula- 


1Dean, Sydney, History of Banking and Banks (Boston, 1884), p 
164. 


Google 


42 THE BANK OF THE STATE OF MISSOURI [314 


tion.? From 1819 to 1829 the specie varied between 
$2,000,000 and $6,000,000 and the deposits between 
$5,000,000 and $15,000,000." 

As early as 1829 there had been signs of a coming 
storm. The bank charter was regarded as a political 
privilege and therefore legitimate “spoils”. Jackson 
was accused of being unfriendly to the bank in order to 
get the support of state bankers and capitalists who 
owned none of its stock. It was intimated that he 
wanted to crush it so that he could start a new one and 
see that his friends acquired stock. All of this may 
have been partisan talk. It may have been that Jackson 
was sincere in his opposition. He was a product of the 
West and had seen much more bad than good in bank- 
ing. At any rate in 1829, or six years before the expit- 
ation of the charter, he sent a message to Congress, 
saying : 


The charter of the Bank expires in 1836 and its stockholders 
will most likely ask for a renewal of their privileges. Both 
the constitutionality and the expediency of the law creating 
the bank are well questioned by a large portion of our fellow- 
citizens, and it must be admitted that it has failed in the great 
end of establishing a uniform and sound currency.* 


The cabinet disagreed and there were stormy sessions. 
The Bank felt able to defy all enemies and so begged 
for no favors. Nicholas Biddle, president, used more 
force than judgment in presenting the Bank’s side of the 
case. There were lengthy Congressional investigations 
and majority and minority reports presented. The 


1 Hepburn, op. ctt., p. 95. 

* Spaulding, op. cét., p. 30. 

*Hildreth, R., Banks. Banking and Paper Currencies (Boston, 
1840), pp. 84 and 8s. 

* Quoted in Spaulding, op. cét., p. 31. 
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Majority Report suggested that the bill be tabled until 
the public debt had been put in better condition; the 
Minority Report recommended that the charter be re- 
newed. After much discussion the recharter bill was 
passed, but was vetoed by President Jackson. 

_ The charter failed largely because the bank question 
had become a matter of partisan politics. The reasons 
advanced by Jackson were far from convincing. In a 
report made to the House of Representatives in 1830 
Congressman McDuffe said that the bank had not met 
justice at the hands of the President as regards his state- 
ments about the uniformity and soundness of its notes: 


On the whole it may be confidently asserted that no country 
in the world has a circulating medium of greater uniformity 
than the United States; and no country of anything like the 
same geographical extent has a currency at all comparable on 
the score of uniformity. , 


The report went on to say that the state banks had been 
forced to resume, at least to the extent that one could 
always get sound money. North Carolina alone had in- 
convertible paper and even there the depreciation was 
slight... The branch drafts were objects of heated attack. 
Senator Benton attempted to discredit them, claiming 
that for the outlying states payment in Philadelphia 
meant total inconvertibility. The South and West had 
no gold with which to redeem the notes, hence they 
were furnished with drafts. Because of this, Senator 
Benton said that the bank had not furnished a uniform 
and sound currency.* 


1 McDuffie’s Report, House of Representatives, Apr. 13, 1830, Com- 
mittee of Ways and Means. Of course his statements about uniform 
currency refer to the note issue and not to the system of branch drafts. 

*Speech of Senator Benton on the ‘‘ State of the Currency ’’, U. S. 
Senate, Jan. 20, 1832. 
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Not content with the failure of the charter, Jackson 
next announced his intention of taking the government 
deposits from the bank on the ground that they were 
not properly secured. On the evidence of the Verplanck 
Investigation, which reported that the bank had assets 
of $80,000,000, to meet $37,000,000 of debts, Secretary 
McLane of the Treasury department refused to obey 
Jackson’s order to stop depositing in the national bank. 
He was thereupon replaced by Mr. Duane who proved 
no more tractable. At last Roger B. Taney was made 
Secretary of the Treasury and the President’s will was 
done. The Finance Committee of the United States 
Senate objected that the money was safe and should not 
be taken away from the bank, but Jackson was deter- 
mined on his course." 

After the removal the bank was still able to show a 
satisfactory statement :° 


November 1, 1834. 


Investments Liabilities 
Discounts . .. - $34,667,828.24 Notes ....  - §$15,968,731.90 
Mortgages... . 87,591.29 Government De- 


Domestic Bills. . 11,086,373.07 posits—Treas. . 420,465.07 
Foreign Bills. . . 2,727,782.11 Government De- 
Real Estate... . 3,024,788.45 posits — Public 











Due from State Officers ...  1,837,168.66 
Banks ..... 427,102.89 Private Deposits . 6,741,752.24 
Specie ...... 1§,910,045.31 Capital. ..... 35,000,000.00 
$67,931,511.36 $59,977,117.87 


Surplus. -.- 7,054,393-49 


From this statement it may be noticed that the removal 


1 For a discussion of the removal of the deposits see Spaulding, op. 
ctt., pp. 31-41, and Gilbart, J. W., Aitstory of Banking in America 
(London, 1837), p. 23 et seq. 

* Gilbart, of. ctt., p. 24. 
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of deposits was not entirely accomplished by the end of 
1834. The bank was by no means ruined but the psy- 
chological effect was bad. It accepted a charter from 
the State of Pennsylvania and continued in business. 
The changed national conditions restricted its sphere of 
influence and the panic of 1837 gave it a blow from 
which it never recovered. It failed in 1841. 

Meanwhile state banks were being organized to take 
over the business given up by the national bank and to 
secure a share of the coveted distribution of government 
deposits. In the issue of May 2, 1835 Néles Regtster 
said, ‘‘ The banking capital of the United States has in- 
creased $50,000,000 to $60,000,000 since it was deter- 
mined that the Bank of the United States should be put 
down’’; and again in the issue of July 25, 1835, ‘‘ We 
have perhaps added $100,000,000 to our banking capital.”’ 
Within seven years after the veto, 304 new banks had 
been organized with a capital (largely paper) of $145,- 
000,000." 

It is very difficult to study Western banking and 
finance of this time without going afield from purely 
banking problems. The Western states very generally 
demanded paper banks, or at least some legislation in 
mitigation of the debtor classes. The West was a 
country deeply in debt, and in need of capital. Inter- 
nal improvements, cheap transportation, and currency 
expansion seemed essential to prosperity. The crying 
need was for markets. Turner* quotes an Ohio pioneer 
of 1830 to the effect that it required one man anda 
team four days to take a load of thirty-five or forty 
bushels of wheat thirty-five miles to the river. Wheat 
was worth $0.50 a bushel delivered at the river. The 


1 Dean, op. ctt., p. 171. 
* Turner, of. ctt., p. 106. 
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farmer really got about $0.30, but he could not get cash. 
He had to take his payment in trade at high prices. 
This would have been as apt an illustration ten years 
earlier. An understanding of these and other similar 
difficulties of living in the pioneer West goes far to ex- 
plain the mental attitudes shown toward the political 
and financial questions af the day. 

As early as 1822 Missouri had begun to show signs 
of recovery; but she had been through with much the 
same experiences as her neighbors. She had some hard 
lessons in banking and was to receive some others that 
were more pleasant. The United States Bank opened a 
branch in St. Louis just about the time the Jackson 
troubles started. It gave the state good service, but, of 
course, inevitably stirred up political factions. It closed 
with the parent bank and Missouri was left again with- 
out banking facilities. The emergency was met by the 
Commercial Bank of Cincinnati—a second satisfactory 
experience. 

Chapter IV treats of these experiences in some detail. 
It must be kept in mind, however, that Missouri was 
but a segment of the nation and that her problems can 
be understood only in the light of national conditions. 
This is the justification for this chapter. It should help 
to explain Missouri history previous to 1835. In tracing 
the attempts of Missouri to provide banking facilities 
adequate to meet the national conditions here discussed, 
it will be seen that she was feeling her way gradually 
toward honest banking. 
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CHAPTER III 


EaRLY AND UNFORTUNATE VENTURES IN BANKING AND 
CURRENCY 


A. Zhe Bank of Satnt Louts 


THe Territorial Legislature of 1813, acting on the 
petition of Auguste Chouteau and a group of represen- 
tative Saint Louis business men, authorized the organi- 
zation of a bank of issue, to be called the Bank of Saint 
Louis.* 

The new bank was not backed by commercial adven- 
turers but by the leading business men of the territory. 
Its aim was to advance the business interests of the city. 
The legislature seems to have passed the charter bill 
with little opposition. Currency conditions were bad. 
The territory had no banking enterprises and it must 
have been evident to every member of the legislature 
that economic organization had reached a stage where 
a local banking institution was badly needed. In Chapter 
Tit has been shown how great the need had become. 
The people were tired of primitive and makeshift cur- 
tencies. St. Louis had 2200 people, and the Territory 
of Missouri, 58,260.*. Fur, peltry, and lead were being 
exported in large amounts and payment was being made 
to the Indians in varied commodities. 


1 Geyer, H. S., Digest of Laws of Missouri (St. Louis, 1818), p. 86- 
* Knox, op. cit., p. 781. 
* An interesting discussion of the need for the bank is found in James 
Cox, The Old and New in Saint Louis (St. Louis, 1894). 
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It seemed as if the bank had everything in its favor. 
The plan was welcomed by the town of Saint Louis. 
There was no competition. However, a pioneer bank 
was certain to meet difficulties: the people were unused 
to banking practice; business turnover was slow; and 
there had been little education in the prompt discharge 
of obligations. 

Data are hard to secure on the actual conduct of the 
bank; but the charter has been preserved and so it 18 
possible at least to learn something of the banking ideas 
of the time.’ . 

The charter was to expire August 1, 1838. It provi- 
ded for a bank of issue with a minimum capital of $159.- 
ooo in shares of $100 par value. This was to be exclu- 
sive of any stock which might be taken by the territorial 
government. Books were to be opened in Saint Louis, 
Saint Charles, Cape Girardeau, Ste. Genevieve, Mine 2’ 
Breton, and New Madrid, Missouri for the receipt of 
subscriptions and were to remain open until one-half the 
stock had been subscribed, after which time the president 
and directors might sell stock in any manner not for- 
bidden by the charter. This provision of opening the 
books in several places was a common practice at this 
time, due largely to fear of domination by capitalistic 
classes; but, in this case, the reason seems to have been 
the necessity of combing the territory for available capi- 
tal. The capital stock was not to exceed $450,000 
without the consent of the legislature. 

The management was vested in the hands of a board of 
thirteen directors, elected by the shareholders for a term 


'The material for the discussion of the charter has been taken from 
Geyer, op. ctt., p. 86 et seq. (complete copy of charter) and Dewey, D. 
R., State Banking Before the Civil War (National Monetary Commis- 
sion). 
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of one year. All directors were required to be residents 
of Missouri Territory, nine of them of St. Louis, and the 
other four preferably of Ste. Genevieve. A meeting 
could be called only by giving sixty days notice. Proxy 
voting was allowed. The president and any six directors 
constituted a quorum for the transaction of business. 
The president was to be chosen by the directors from 
their own number. The territory made no stock sub- 
scription but reserved the right to take not more than 
150 shares, unless the legislature should by resolution 
change the amount. 

The charter was to become invalid if the bank was not 
opened by December, 1817. It could be opened when 
one-half of the stock was subscribed. Payment for stock 
was due on demand of directors, and in any proportions 
by giving sixty days notice. The penalty for failure to 
meet this requirement was forfeiture of stock. However, 
the charter itself contained no requirement that the stock 
should be paid for in specie. 

There were several provisions relating to control by 
the shareholders. Votes for directors were assigned ac- 
cording to a sliding scale. Owners of from one to ten 
shares had one vote for each share; owners of from ten 
to thirty shares had one vote for each five shares; and 
owners of over thirty shares one vote for each ten 
shares ; provided, however, that no person could have 
more than seventeen votes. Moreover, residence in the 
United States and American citizenship were qualifica- 
tions for voting. Not more than one-fourth of the 
stock could be sold outside of Missouri and Illinois; and 
non-residents of these two territories could not have 
more than one-fourth of the votes. The owners of 800 
shares could call a special meeting at any time by giving 
the required sixty days notice. 
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The charter was not without protection for the credi- 
tors of the bank. There was no limit on the circulation 
except that the total debts of the bank were not to ex- 
ceed double the paid-up capital and surplus. In case 
this limit was exceeded the directors, voting for the ex- 
cess, were to be held personally liable. Real-estate 
holdings were limited to the banking house, except that 
real estate might be taken to secure a debt previously 
contracted. The bank was not to engage in merchan- 
dising. The notes were secured only by the general as- 
sets. They were invalid unless signed by both the pres- 
ident and the cashier, and were assignable by indorse- 
ment. Dividends were payable semi-annually out of 
profits and, if a false dividend were declared, directors 
authorizing it were to be held individually liable. The 
bond for the cashier was fixed at $10,000, and for all 
other employees at $5,000. Loans were to be secured 
by at least one indorser, except that lead, peltry, or furs 
might be accepted as collateral in place of indorsement, 
provided they were actually deposited in the bank or 
within one mile of it. Such collateral could be sold on 
ten days notice to pay the debts of the borrower. The 
interest rate was limited to six per cent, payable in ad- 
vance. | 

The main office was located in Saint Louis; but 
branches without issue privilege could be opened in Mis- 
souri at places to be chosen by the directors, provided 
that Ste. Genevieve should have the first branch and that 
none should ever be located nearer than fifty miles of St. 
Louis nor of any other branch. 

From this analysis of the charter it is clear that no 
provision was made for specie payment, either of stock 
or circulation. There was little control of the issue 
function and no requirement concerning publicity of ac- 
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counts. Before condemning the charter for secrecy, it 
should be said that state legislatures were very slow to 
demand reports from chartered banks. Massachusetts 
had little publicity of bank accounts until 1838; and New 
York required no regular reports until 1824. The First 
United States Bank was required to make regular re- 
turns to Congress, but only two were ever published.’ 
Subscription books were opened at the places desig- 
nated in the charter; but on September 20, 1813, it 
was announced that the necessary amount had not been 
secured." In December, 1814, books were again opened, 
this time at Saint Louis, Saint Charles, Ste. Genevieve, 
Herculaneum, and Mine a’ Breton, Missouri Territory, 
and Kaskaskia and Cahokia, Illinois Territory.3 This 
time $100,000 was asked for and on July 11, 1816, it was 
announced that the subscription had reached $134,g00.* 
It had taken three years to secure this amount in Saint 
Louis and the nearby towns of Missouri and Illinois. 
This, too, was merely a promise. It was not paid up. 
The delay of three years had caused great impatience; 
and a movement to start a second bank was already 
under way.’ Missourians were also becoming interested 
in the project for a second national bank; and the con- 
gressional delegate from Missouri had asked for a Mis- 
souri branch.° The slowness in starting the Bank of 


1 Dewey, op. cét., p. 131. 

Jones, Breckenridge, Article in Centennial no. of Missouri His- 
torical Review, Jan., 1921, ‘‘A Hundred Years of Banking in Mis- 
souri’’, pp. 345-392. This recent article by Mr. Jones, a prominent 
St. Louis banker, contains much newspaper material on the Bank of 
St. Louis and the later Bank of Missouri. 

* Edwards, op. cit., p. 309. 

‘Jones, op. ctt., Pp. 353- 

* Stephens, of. cit. 

*Jones, of. cit., p. 358. 
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Saint Louis is an eloquent commentary on the scarcity 
of local capital available for investment. 

Pursuant to the charter provisions for payment for 
stock, a 15 per cent call was made on September 20, 
1816, payment to be made the following November. 
Ten per cent was called for December 24, 1816, one-half 
to be paid in specie; three 5 per cent calls were made 
the following spring and summer. The final call of 60 per 
cent was not asked until September, 1817. Although 
the charter made no specific requirements as to the 
method of payment, the directors ordered that it must 
be made in gold, silver, approved paper of the Banks of 
Cincinnati, Vincennes, Richmond, the State Bank of 
Tennessee, the Banks of Kentucky, and such other bank 
paper as was accepted by the United States Government 
in payment for land and taxes.* Evidently the bank in 
its inception did not aspire to “‘ Wild Cat’’ methods. 

The bank opened on December 13, 1816. It was 
very popular. The sudden influx of new currency, how- 
ever, caused an unnatural expansion; it was not long 
before a good deal of speculative paper was in the port- 
folio and the circulation was regarded as excessive.’ 
Some of the notes have been preserved. The following 
is an example: 


The President, directors, and company of the Bank of Saint 


Louis promise to pay $5.00 to —— or Bearer on demand. 
Saint:Louis, Mo. Territory. June 18, 1817 
S. Hammond, Pres. John B. Smith, Cash.‘ 


1Jones, op. cit., p. 354. 

2 Mo. Gazette, Oct. 5, 1816, quoted in Dewey, D. R., State Banking 
Before Civil War, p. 21. 

3 Pope, J., Address, ‘‘ Part Which Banks of Mo. Have Played in 
Commercial Development of State’’, Proc. Mo. Bankers Association, 
p. 84 ef seg., 1905. 

‘Conrad, op. cit., article on ‘‘ St. Louis Banking ’’. 


Google 


325] EARLY AND UNFORTUNATE VENTURES 53 


The notes were printed privately according to the design 
selected by the bank. The fur interests of the city were 
symbolized by a cut—a trap with a beaver caught in it. 
The following advertisement from a Missouri newspaper 
illustrates the character of the notes :? 


Notice to Banks, 

S. T. Toncray, engraver of Shelbyville, Kentucky, will en- 
grave plates and furnish paper for all denominations of notes 
in a style as difficult to counterfeit as any and So per cent 
cheaper than Philadelphia prices. Water-marked paper used. 


Little information is available as to the amount of 
business done by the bank. However, the land offices 
for Missouri, Illinois, and Arkansas had been located in 
Saint Louis; this, with other business centering in the 
city, must have assured the bank a reasonable future, 
provided good management could be obtained. 

The bank, however, did not have a fortunate career. 
Those connected with it were not trained bankers and 
made many mistakes. However, it should be empha- 
sized, that those responsible for it were the best business 
men of Saint Louis and the purpose of the bank was to 
care for legitimate business. The commissioners who 
originally opened the bank included the following names: 
Thomas Brady, Bartholomew Barthold, Samuel Ham- 
mond, Rufus Easton, Robert Simpson, Christian Wilt, 
Auguste Chouteau, J. B. C. Lucas, C. B. Penrose, Moses 
Austin, Risdon Price, Bernard Pratte, and Mona Lisa. 
Hammond had been territorial governor; Easton was 
the delegate to Congress; Chouteau and Lisa were the 
leading fur traders of the city; Lucas later was a political 
opponent of Senator Benton, while Pratte and several 
others were prominent local merchants. Moses Austin, 


1 Mo. Intelligencer, Mar. 26, 1821. 
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later of Texas fame, was prominent in the affairs of the 
bank." Only five of the group (Hammond, Pratte, 
Price, Austin and Simpson) ever became directors.* 
Samuel Hammond was elected president and J. B. G. 
Smith, cashier. Thomas H. Benton was a stockholder, 
though not a director, and seems to have been a leader 
of the more conservative element. His experiences in 
this bank, doubtless, had their influence on his later 
‘“‘hard money”’ ideas; and it may be stated here, that 
subsequent Missouri banking history cannot be under- 
stood if Benton is left out of it. 

The St. Louis newspapers contain a good many articles 
relating to the bank, but most of them give little real in- 
formation about its condition. Although no published 
statements were made, President Hammond once as- 
serted that the loans at no time exceeded $224,000.? 

The bank lasted two years, but it was in trouble most 
of the time. It advanced large sums for real-estate 
speculation and issued more notes than it could carry 
safely. Seemingly President Hammond was somewhat 
inactive and the cashier did not realize the danger of 
currency inflation. The panic of 1819 gave an excuse for 
failure, but internal dissensions in the directorate already 
had given the bank its death blow. The cashier, J. G. B. 
Smith, had issued notes with only his own signature, 
although the charter required that the president should 
also sign them. He had then gone to Kentucky and 
made large real-estate loans. The directors voted to 
honor the notes and accept the loans, but the incident 
was not closed.¢ On February 11, 1818, Mr. Pilcher, a 


1 City Directory of St. Louis, 1816. 
3 Joid., 1818 and 1819. 

3 Jones, op. cét., p. 364. 

* Pope, op. cit., p. 84 et seq. 
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director, offered a resolution to remove J. G. B. Smith 
as cashier and replace him with T. W. Smith. The reso- 
lution was adopted. Three directors promptly resigned. 
Several stockholders, not directors, hearing of the 
trouble, held an informal meeting and decided to take 
charge of the bank. Lieutenant James McGunnegle, 
Daniel Bissell and Thomas H. Benton were members of 
the group. They locked the building and demanded the 
keys to the safe. The directors, of course, refused, 
whereupon a stockholders’ committee of five took charge 
of the premises and refused to admit any member of the 
board. The bank remained closed for several days until 
the directors could institute court proceedings to regain 
control; then it re-opened and began to redeem its cir- 
culation. After paying out $14,000 in specie it closed 
again. Internal troubles and the condition of the 
business seemed to call for liquidation. In fact there 
seemed no other honorable way out; and the directors 
showed no disposition to avoid their obligations. The 
officers, however, made capital of the action of the stock- 
holders’ committee and asked for time. The bank was 
allowed to re-open; but it was too weak to exist and 
finally closed in the summer of 1819. 

It is certain that the losses of the stockholders were 
heavy, but the record is scanty concerning the redemp- 
tion of the notes. The deposits probably were small. 
It is certain that the assets were applied to the payment 
of the debt; but numerous suits filed in the St. Louis 
courts indicate that the settlement was not satisfactory. 
The files of the Gazette for 1818 and 1819 contain many 
references to the troubles of the bank; but the papers 
carry no records of a final settlement. From the avail- 
able evidence it seems fair to conclude that not all the 
notes were redeemed. It was, however, in no sense a 
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paper bank. Its failures were largely due to inexperi- 
ence and struggles for control inside the bank. At least 
one is left with the impression that the banking field was 
considered worth fighting over. This first bank gave St. 
Louis and Missouri a lesson in the caution and training 
necessary to successful banking; but it also gave an in- 
sight into the utility of banks in the transaction of busi- 
ness. Saint Louis was not left without a bank. O’Hara, 
the cashier of the Bank of Saint Louis in its last days, 
announced the opening of a private banking house soon 
after the final closing in 1819. There was one other 
chartered bank left. The Bank of Saint Louis had not 
been able to maintain its monopoly. The Bank of Mis- 
souri was in the field. Its career is another story of mis- 
fortune, but it left its imprint deeply on Missouri politics 
and finance." 


B. Zhe Bank of Mtssourt 


The delay in the organization of the Bank of Saint 
Louis had caused a good deal of dissatisfaction among 
certain of those interested in the project. The list of 
commissioners, who opened the subscription books for 
the Bank of Saint Louis, contains a number of names 
which did not appear on the directorate when the bank 
was opened. Nor are they mentioned in the accounts 
of the later career of the institution. Prominent among 


1 Secondary accounts of the last days of the Bank of St. Louis are 
available in Stevens, W. B., Saint Louts the Fourth City (St. Louis, 
1909), p. 291 e¢ seg., and Edwards, R., Zhe Great West, pp. 309 and 
310. Some contemporary information is given in the Cty Directory of 
St. Louis for 1821. This article states that Moses Austin left St. Louis 
in disgust at his losses in the bank wreck and went to Texas. Mr. B. 
Jones, in the article previously cited, has given an admirable account 
based largely upon the early files of the Saint Louis Gazette. The 
author had only a limited opportunity to consult these files and so has 
quoted on several occasions from Mr. Jones’ article. 
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those left out were Auguste Chouteau and Mona Lisa, 
representatives of the local fur-trading interests." It 
seems that much of the dissatisfaction with the Bank of 
St. Louis came from the fur interests. They represented 
the type of local business most in need of better banking 
facilities. Together with some of the more adventurous 
element of the city, they were able to arrange a kind 
of partnership with the purpose of petitioning the legis- 
lature for a charter for a second bank. Probably little 
banking business was transacted under the partnership 
contract. Shepard gives a somewhat different interpre- 
tation to the motives for organization, ascribing it to a 
feeling of elation at banking prospects and a desire to 
share some of the fruits of the venture.*. However, there 
is no doubt that the leaders of the movement were dis- 
gruntled promoters of the Bank of St. Louis. Whether 
this action was responsible for it or not, the original 
group hurried their plans and succeeded in opening for 
business first. 

Auguste Chouteau and others presented a petition to 
the Third Territorial Legislature, asking that the exist- 
ing partnership be changed to a corporation and that it 
retain the name of Bank of Missouri which had been 
previously used. There seems to have been some op- 
position to the measure, for although discussed early in 
the session, it was not passed until January 31, 1817.5 


1See City Directory of St. Louis for 1817, 1818 and 1819 for lists of 
directors. 

* Shepard, of. cit., p. 57. 

*The Bank of St. Louis opened Dec. 13, 1816, and Bank of Mo. in 
spring of 1817 (as a chartered bank). 

*Geyer, op. cit., p. 74. 

*The Secretary to the Governor is authority for the statement that 
on the first ballot there were only three negative votes (quoted in 
Geyer’s Digest, op. cit., at end of charter). 
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The name Bank of Missouri was retained. The legisla- 
ture again showed interest in a proposal for partial 
state ownership (as with the Bank of Saint Louis), by 
reserving the right to add $100,000 to the stock of the 
Bank, such stock to be paid for from the state treasury. 
The option was to remain in effect ten years... However, 
the right was never used. 

J. P. Cabanne, Charles Gratiot, and three others were 
appointed to act as a committee to receive subscriptions 
for stock.?. The original subscription of $78,500 was 
taken by 83 individuals and firms. A _ complete list 
is quoted in Edwards’ Zhe Great West The largest 
block was thirty-one shares, taken by Thomas Riddick. 
Auguste Chouteau subscribed for thirty shares; L. W. 
Boggs, ten; Alexander McNair, first governor of Mis- 
souri, ten; J. B. C. Lucas, ten; etc. All eighty-three 
subscribers were residents of Saint Louis. Many of the 
names reflect French extraction. It was planned to sell 
more stock as rapidly as possible. The Bank of Saint 
Louis had $100,000 capital and the new bank wanted to 
be larger. The French influence persisted ; for, at a later 
date, it was reported that Frenchmen held 276 out of the 
7 80 shares owned in Saint Louis.‘ The stock was paid 
for on calls by the directors, partly in specie and partly in 
the notes of other banks of issue. The latter were, how- 
ever, all converted into specie by the management of the 
b ank. 

The charter was modeled closely on that of the Bank 


1 Laws of Missouri, 1804-24, pp. 278 and 532 ef seg. (state publica_ 
tion). 


2 Stevens, W. B., St. Lous the Fourth City, p. 292. 
7P. 310. 

‘Carr, op. cit., pp. 133 and 134. 

5 Missouri Intelligencer, July 16, 1821. 
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of Saint Louis, but was much more detailed and con- 
tained additional provisions looking toward the protec- 
tion of its creditors... The authorized capital was $250,- 
ooo in shares of $100, exclusive of such stock as the 
territorial government might subscribe later. The legis- 
lature was to consider propositions for increase of the 
stock on petition of the bank. It was required that 
$5.00 be paid down on each share at time of subscription, 
such payment to be forfeited unless $20.00 additional 
were paid before February 1, 1817.2 The remaining 
three-fourths was payable, on call of the president and 
directors, on ninety days previous notice, provided that 
no call of more than $25.00 a share could be made. The 
charter did not require that these payments be made in 
specie. 

Management was entrusted to a board of nine direc- 
tors elected by the stockholders for one year. The pres- 
ident was named by the board from its own membership. 
He and any four directors constituted a quorum for the 
transaction of business. In case of illness the president 
might name any director as his proxy. Citizenship both 
of the United States and of Missouri and ownership of 
stock (the amount not specified) were qualifications for 
directors. In fact all stockholders were required to 
prove American citizenship.; There was a sliding scale 
in the voting privileges of stockholders, much like that 
of the Bank of Saint Louis. It provided one vote for 
each share up to four shares; one vote for each two 
shares from four to twenty shares; one vote for each four 


1 The charter is quoted in full in Geyer, H. S., Digest of the Laws of 
Mo., 1804-24 (State Printer). 


? Applying of course only to the original subscription. 


This seems to have been a reflection of the opposition to the Bank 
of the U. S. on account of its foreign stockholders. 
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shares from twenty to forty shares; one vote for each six 
shares from forty to one hundred shares. No stock- 
holder could have more than fifty votes and could not 
vote at all until he had owned stock sixty days. Only 
those living outside of Saint Louis were allowed to vote 
by proxy. Regular meetings of the shareholders were 
held in May of each year after eight weeks newspaper 
notice ; and special meetings might be called at any time 
by the owners of 500 shares. 

There were certain provisions safeguarding the public. 
The interest rate on discounts was limited to six per 
cent. The negotiability of all drafts was established by 
law. The directors were entitled to inspect the books 
at any time. In addition a report was to be made to 
each session of the legislature, setting forth the condi- 
tion of the bank. If this revealed any evasion of the law, 
the legislature could require reform or, failing in this, 
might revoke the charter. Directors were required to 
serve without compensation and were forbidden to bor- 
row more than $3,000 each from the bank. Shares 
were transferable but transfer was not to be made on 
the books until the seller had discharged all his indebt- 
edness to the bank. Dividends might be declared semi- 
annually. But any director present at dividend meeting 
who failed to protest was held individually liable if capi- 
tal was impaired by such dividend if the directors had 
knowledge of such impairment. Loans were limited to 
twice the paid-up capital. Total debts were limited in 
the same manner except that deposits were not to be in- 
cluded in the debt. In case of excess the directors were 
personally liable. All circulation was redeemable in 
specie on demand under a penalty of 5 per cent for each 
month of suspension. Moreover, the territorial courts 
were ordered to entertain suits for the collection of such 
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bills. The bank was prohibited from owning boats or 
engaging in any trade except in bullion, bills of ex- 
change, and stocks or merchandise pledged. Real estate 
could be owned only for an office unless taken to secure 
a debt previously contracted in good faith. However, 
once owned, there was no provision requiring its sale. 
The president and cashier were elected by a majority 
vote of the entire membership of the board. Neither the 
cashier nor any of his assistants were allowed to own 
stock in the bank. This rule did not apply to the presi- 
dent. Bonds of from $6,000 to $10,000 were required of 
all employees. 

The territory retained an option on stock by provid- 
ing that 10,000 shares or less might be subscribed for at 
any time within ten years, such stock to carry the same 
voting privileges as private stock and to be paid for out 
of any funds in the treasury. In return for the charter 
it was agreed that there should be no tax exemption; 
and that, upon request of the legislature by joint resolu- 
tion, loans should be made to the territory to an amount 
not to exceed one-half of the paid-up stock owned by it, 
provided ninety days notice were given of intention to 
apply for a loan. 

The main office was located in Saint Louis but the 
purchase of $40,000 stock by any county made it obliga- 
tory for the bank to open a branch in such county 
within six months. The branches, however, were to 
have no issue rights.’ 

The charter was to expire in 1838 but might be sooner 
given up by vote of owners of two-thirds of the stock. 
Six months time was given the petitioning group to 
qualify under the charter. 


1One branch was established at Ste. Genevieve. 
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The legislature seems to have profited by the experi- 
ence secured in making the charter for the Bank of Saint 
Louis. At least this charter shows a tendency to throw 
somewhat greater safeguards about the creditors of the 
bank. It is clearly an expanded copy of the older 
charter; but it instituted a penalty for suspension of 
specie payments and provided for rudimentary govern- 
ment inspection. At this time Saint Louis and, in fact, 
all of Missouri were seeing the results of bad currency 
which was coming over the border from other states. If 
a new bank was to be started, it clearly was not desirable 
merely to add a little more to the stream of fluctuating 
and unsatisfactory bank paper. That this bank fared 
worse than the Bank of St. Louis gives evidence of the 
great weight the personal equation has in banking policy. 

The bank of Missouri opened for business under its 
new charter early in 1817 in quarters in the basement of 
Auguste Chouteau’s home on Main Street.’ Chouteau 
was elected president. He was the richest man in town 
and his connection with the bank doubtless gave it con- 
siderable prestige. He, with Mona Lisa, was able to 
turn most of the fur business of the town to the bank.* 
Chouteau himself seems to have been active in the man- 
agement. The first cashier was Lilburn W. Boggs, after- 
wards governor of Missouri.3 

The times were unfavorable for safe banking. Saint 
Louis was just getting over the depression which 
followed the War of 1812 and was pretty thoroughly .in- 
oculated with the idea of getting rich out of speculation 
in public lands. This era of speculation lasted just long 
enough, for the community to get badly involved and the 


1 St. Louts Republic, July 12, 1908, Centennial Edition. 
1 Ridgely, op. cit., p. 387. 
® Knox, op. ctt., p. 782. 
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bank was left to struggle with the panic conditions of 
1819. Nevertheless, it had a large paid-up capital and 
the support of a large element of the wealthier class and 
in its earlier days seemed to prosper.' It never, more- 
over, made an effort to secure the support of working 
men. It paid little attention to their wants and, when 
the tide of unpopularity came, this worked against it.* 

In 1819 the bank moved to a new brick building at 
6 North Main Street. Banking hours were from Io to 2 
except on Sundays, January Ist, July 4th and Christmas. 
Loans were made only on Tuesday and Thursday, but 
application had to be made the day previous. By 1821 
Chouteau had resigned on account of advanced age and 
had been succeeded by Thomas F. Riddick. Lewis 
Bompart was now cashier. Two bookkeepers were em- 
ployed. The board of directors included President Rid - 
dick, Thomas H. Benton (then a lawyer with offices on 
Washington Avenue), Joseph Phillipson, Thomas Brady, 
Henry Von Phul, James Kennerly, Michael Tesson, 
Thomas Hempstead, and A. L. Langham.‘ 

Notes were issued in denominations of $1.00, $3.00, 
$5.00, and $20.00. The following is a copy of one of 
them : 


The President, Directors and Company of the Bank of 
Missouri promise to pay $1.00 on demand at their office of 
deposit and discount in Ste. Genevieve to Wm. Shannon or 
bearer. 

Auguste Chouteau St. Louis, Oct. 1, 1818 

President John Dales, Cashier.‘ 


1See Pope, of. cit., p. 84. 

* Edwards, of. cit., p. 310. 

City Directory of St. Louis, 1819. 

* City Directory of St. Louis, 1821. 

'Conrad’s Encyclopedia of Missouri History, Article on ‘‘ Saint 
Louis Banking ’’. 
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At first the notes were well received. In 1819 John 
Wiggins and Richard Venebles advertised that they 
would pay a premium of one per cent for Bank of Mis- 
souri notes." The Franklin Land Office in Central Mis- 
souri accepted its notes in payment for public lands. 
Ste. Genevieve Branch notes were taken also.2,_ However, 
before the failure the notes of the bank were in bad re- 
pute, as is indicated by the following letter published 
during the contest for the State Bank in 1836: 


How will the proposed State Bank be made to pay its 
debts? The old Bank of Missouri was required to pay specie 
on demand under a penalty of 5 per cent per month, but its 
notes passed current at 50 cents on the dollar, etc. 

(signed ) 
Corbin’ 


Much of the prosperity of the bank was due to the 
fact that it held large federal deposits. Late in 1817 it 
had begun to receive land-ofhce money. Zhe A@tssours 
Intellugencer of July 16, 1821 reports that the bank had 
deposits of $700,079.05 in 1819, of which only $72,973.00 
was to the credit of individuals. The Missouri, Illinois, 
and Arkansas land offices in Saint Louis accumulated 
large amounts of money which had to be taken care of 
by such facilities as were afforded. There was no branch 
of the United States Bank in Saint Louis; so it was 
dificult for the government to make use of the Saint 
Louis banks. It was decided finally to let the Bank of 
Missouri keep a permanent deposit of $150,000, in pay- 


1 Mo. Intelligencer, May 28, 1819. 

* Under the charter, section 19, branches did not have the right of 
issue; but this was avoided by issuing Ste. Genevieve notes at Saint 
Louis, signed by the president and cashier of the mother bank and 
making them payable at the Ste. Genevieve office. 


® Mo. Argus (St. Louis), June 24, 1836. 
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ment for which it was to convert the various state bank 
notes which were received at the land office into accept- 
able funds and to remit them to a branch of the national 
bank.‘ This new contract forced the Bank of Missouri 
to demand specie in its dealings with other banks. It 
thus won the everlasting enmity of nearby institutions 
such as the Bank of Edwardsville, Illinois. Bad relations 
with other banks no doubt contributed to the under- 
current of unfavorable comment which grew up in Saint 
Louis in 1821 and so added to the troubles of the bank. 
The progress of the bank can be best seen from its 
published statements. Although the legal requirement 
was only that reports be submitted to the legislature, 
they were published regularly in the local newspapers. 
In 1819 the paid-up capital was $250,000, deposits 
$773,662, circulation $135,000, loans $447,941, and specie 
holdings $252,562. The cash reserve against deposits 
and circulation was 27.7 per cent. The large deposits 
mostly represented federal funds from the land office. 
The next year showed a radical change as indicated by 
the following incomplete statement (000.00 omitted) :3 


Cr. Dr. 
Debts due (Loans). .... $367 Capital........... 250 
Real Estate ........ 15 Home Office . .. $210 
Eastern Notes. ...... 25 Ste.G. Br. ....- 40 
Specie. . 2... 2 ee ee 189 Deposits. ......... 256 

Circulation. .......-. 141 


The decrease in deposits is to be accounted for chiefly 
by the change in the government contract. The cash 
reserve at this time was very large. Deposits varied 


1Jones, of. cit., quoting from Report of Secretary of Treasury, 18th 
Congress, first session, pp. 444, 525, 545, 551, 565. 

*Pope, of. ctt., p. 84. 

* Mo. Intelligencer, Sept. 30, 1820. 
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very little after the first big slump. The Mssouri In- 
tellugencer reports them: * 


t=) (ae ee ee eee ae ae ae ee $773,652 
TS20 6 el CR: Cee © Ae ee ees 255,258 
BOGE sor cae ta ase: ee Se Sa 8 255,562 


On July 2, 1821, loans were $393,000, deposits $256,- 
000, specie $106,000, while an investment account of 
$86,000 had appeared.* In the issue of July 21, 1821, 
the Missourz: Intelligencer carried a complete statement 
for June I, 1821: 


Cr. Dr. 
Loans ......-. $393,983.01 Capital. ... $250,000.00 
Cash. ....2e.. 109,531.47. Deposits...... 255,562.04 
Collections. . .. « 13,619.02 Circulation. .... 79,402.00 


Real Estate. .... 19,713.70 Profits. ...... 7,667.43 
Branch capital . . . 40,000.00 
Owed by other banks = 15,785.17 


$592,632.37 $592,632.37 
L. Bompart, Cashier. T. F. Riddick, President. 


This is the last statement published before the closing of 
the bank. Since September, 1820, there had been a 
rapid rise in loans and an even more rapid fall in specie 
and circulation. This statement, however, tells little of 
the true condition of the bank which was to be revealed 
by the investigations following its failure two months 
later. 

The final chapters of the bank’s history illustrate well 
the speculative tendencies of the times. The incoming 
settlers of Illinois and Missouri brought considerable 
money with them. As business opportunites were scant 


1Mo. Intelligencer, July 16, 1821. 
3 Jéid., Aug. 22, 1821. 
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and markets unsatisfactory, they turned to real-estate in- 
vestments. Government land could be bought for $2.00 
an acre; but, as only 25 per cent had to be paid down, 
$80 would buy a quarter section. Moreover, the gov- 
ernment was inclined to accept the notes of most of the 
chartered banks in payment. Everybody expected to 
get rich out of the new settlers. The banks kept ex- 
panding their issues to meet the speculative demands. 
When panic conditions came and the United States Bank 
exerted pressure to maintain specie payments, the fail- 
ures were many. In the St. Louis trade territory the 
fur business helped to tide over 1819. The troubles 
mostly came in the period of depression which followed." 

In the city of Saint Louis speculative conditions also 
prevailed. City lots sold at unheard-of prices. Two 
brick churches (one, a Catholic church, 130 feet long) 
were started on Market Street. Neither were ever fin- 
ished. A fine theatre building was erected on Chestnut 
Street. It was never used. The banks were quite reck- 
less in their credit extension. Money seemed plentiful 
in Saint Louis all through 1817, although the burden of 
supplying funds for the purchase of government land had 
begun to be felt. The exportation of lead and furs, how- 
ever, held up well and brought in a large supply of funds 
available for investment. The Bank of Missouri was be- 
ing operated in a manner little better than that of the 
average Western bank of the time, and this in spite of 
the fact that the directorate represented the better busi- 
ness elements of the city. However, they seem to have 
caught the fever of speculation. Late in 1817 there 
occurred a duel between Benton and Lucas involving 


1 For a discussion of land speculation in the upper Mississippi Valley 


see Scharf, J. T., History of St. Louis City and County (Philadelphia, 
1883), p. 1370 ef seq. 
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certain of the affairs of the bank. The feeling engend- 
ered by this weakened the bank. The building boom 
continued. Wealthy men from the East came to Saint 
Louis, and, for a time, helped to keep up the supply of 
capital. Colonel Justis Post brought in $100,000 in 
cash, bought land, and built a country house and a mill 
near Saint Louis. The Bank of Missouri saw a chance 
to bolster up its slender resources, sold him some stock, 
and elected him a director. He did not prove to be an 
asset to the bank. After a quarrel with the management 
he sold his property for what it would bring and moved 
to Illinois; but not until he had used his influence to the 
detriment of the bank.’ 

By 1820 Missouri had asked for statehood and was en- 
gaged in a violent discussion of slavery questions. This 
emphasized the unbalanced state of the public mind and so 
reacted to make business even more unsafe. The over- 
expansion was now making itself felt. Settlers had 
ceased to come and the papers carried many announce- 
ments of sheriff’s sales. The bubble had burst with re- 
sulting business stagnation. The Bank of Missouri, 
however, never had failed to redeem its obligations and, 
in spite of a good deal of unfavorable street gossip, 
seemed to retain a large degree of public confidence.’ 

The legislature of 1821 appointed a committee to study 
the causes of the existing business stagnation and to 
ascertain if the Bank of Missouri had violated its charter. 
It was common talk that the bank held much question- 
able paper; and the recent statements had shown rising 
circulation, and falling deposits and specie holdings. 
The report of the committee was brought in on June 15, 


1For this and other incidents relating to the course of St. Louis 


speculation see Shepard, of. cét., pp. 57-62. 
Dewey, op. ctt., p. 79. 
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1821, but after discussion it was decided not to print it, 
so one can only guess what facts were brought out." 
The Mtssourt Intelligencer of August 22, 1821, states 
that the investigation of the committee forced the liqui- 
dation of the bank. At any rate specie payments were 
suspended on August 4, 1821, and the directors decided 
to liquidate the business. A statement was issued by the 
president to the effect that all debts would be paid, that 
no incorrect banking had been done, and that the failure 
was due wholly to the suspension of banks in other states. 
Figures for deposits and circulation were given out as 
follows : public deposits $152,000, private accounts $42,- 
ooo, outstanding note circulation $84,000." 

After the failure it began to appear that the causes lay 
chiefly within the bank itself. The management had 
been of the worst type, although public confidence had 
been kept up by maintenance of specie payments. In- 
vestigations were instituted by the legislature in 1822, 
but they are hard to check with previous reports because 
the business of the branch at Ste. Genevieve was not in- 
cluded. It appeared that $108,795 of the $210,000 capi- 
tal stock of the mother bank had been paid in by the 
directors with “stock notes”, that they had borrowed 
$79,569 on real-estate mortgage security, and $60,075.86 
on their personal notes. In addition they had indorsed 
paper to the amount of $37,310. From this statement it 
is seen that the board of directors owed the bank $28s5,- 
869.86 or $75,869.86 more than the capital stock. The 


1 House Journal, Ist General Assembly Mo. Extra Session, pp. 40 
and 63. 

*Mo. Intelligencer, Aug. 22, 1822. This issue contains a very full 
account of the legislative investigation made by the General Assembly 
in 1822. Most of the material relating to the condition of the bank is 
taken from this source. 
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total loan account was only $443,869.68 and this amount 
included bills of exchange to the amount of nearly $25,- 
ooo. The liabilities were given as follows: 





Capital (Mother Bank) ..... $210,000.00 
Circulation ........2.e-. 84,301.00 
U. S. Deposits ......... 152,407.65 
Individual Deposits ....... 42,611.01 
$489,319.66" 


It seems clear that much of the trouble of the bank was 
caused by excessive loans to directors. It must be said, 
however, that the members of the board were business 
men of good standing in Saint Louis. Their paper was 
perhaps as good or better than the average offered by 
other customers of the bank. The charter, however, 
forbade any director to borrow over $3,000.00 and this 
had been clearly violated.2, When trouble came this fact 
left them without defense. 

It must be emphasized that the actions of the direc- 
tors did not constitute the only reason for the failure. 
If they had borrowed nothing banking would have been a 
difficult business in Saint Louis at thistime. Moreover, 
there is reason to believe that the United States Bank 
exerted a weakening influence. General Duff Green, 
writing in 1866, states that one of the first acts of his 
public life was to examine and report on the causes of 
the suspension of the Bank of Missouri. He states that 
it and the Bank of Edwardsville, Illinois, were forced to 
convert the notes of each other into specie to be sent by 


1 Mo. Intelligencer, Aug. 22, 1822, and 27 Meles, 38. Secondary ac- 
counts of the failure are given in Sumner, W. G., History of Banking 
in all the Leading Nations, vol. i, U.S., p. 162, and Pope, op. cté., 
p. 84. 


3 Section viii. 
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the same steamer to the United States Branch Bank at 
Louisville. The constant demands for specie caused ill 
feeling between the banks. He says in part, 


The Bank of the United Statcs was but a part and a weaker 
part of the financial system. The specie which the Bank of 
the United States took from the South and West was remit- 
ted to London to help the Bank of England to resume specie 
payments. It reduced the value of the land one-half and the 
government forced the purchasers to relinquish their purchases 
for which they were unable to make payment and meant the 
loss of more than one-half the sums previously paid." 


This, of course, was a local view. It merely meant that 
pay-day had arrived and put an end to the land specula- 
tion. Of course it hurt the bank. 

The failure caused a run on the nearby Bank of Ed- 
wardsville, Illinois. It was forced to suspend.’ Fifty- 
four thousand dollars of government deposits were lost.? 

The liquidation of the Bank of Missouri was prolonged 
and one can only estimate how large the losses were. 
Niles Register says the customers of the bank lost at 
least $150,000.4 Zhe Jeffersonian Republican (Jefferson 
City, Missouri) in the issue of March 12, 1836, is author- 
ity for the statement that the circulation was redeemed 
at fifty cents on the dollar.s No report of the final set- 
tlement is available. However, something is known 
about the outcome of the debt to the government. Up 


' Duff Green, Facts and Suggestions (N. Y., 1866), p. 80. 


* Dowrie, G. W., Development of Banking in Illinois (University of 
Illinois Studies in the Social Sciences), vol. ii, no. 4, p. 17. 


*Garnett, C. T., State Banks of Issue in Illinois (University of IIli- 
nois Studies, 1898), p. 5. 


* 30 Miles, 282. 
* Quoted in Jones, op. cit., p. 391. 
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to February, 1823, only $38,854.78 of the $152,407.65 
federal deposit had been paid.‘ The bank transferred 
certain notes from its portfolio to the government in 
satisfaction of its claim, but in 1837 $84,544.57 of them 
were returned as still unpaid although suits had been 
brought and judgments rendered.’ 

The Bank of Saint Louis had closed in 1819. Now 
the Bank of Missouri was in liquidation and St. Louis 
was left without banking facilities except for some pri- 
vate agencies which issued notes of extremely uncertain 
value. Two important results grew out of these failures. 
For a long time Saint Louis lost interest in local banks. 
She preferred even to go back toa state of barter. The 
heavy borrowings of the directors of the Bank of Mis- 
souri gave rise to the opinion that banks were instru- 
ments whereby the rich could defraud the poor. Much 
political capital was later made of this. Good came out 
of it, however, for it took seventeen years to overcome 
the feeling and Missouri escaped most of the wild bank- 
ing practice which obtained between 1820 and 1840. 
The other great result was the education of Senator 
Thomas Hart Benton. Before leaving the Bank of Mis- 
souri an attempt will be made to trace his connection 
with it. 

Statements regarding Benton are so biased by political 
considerations that it is all but impossible to get at the 
truth. It is at least a matter of record that he was a 
director of the Bank of Missouri and had, like the others, 
borrowed heavily from it. He had also been a stock- 
holder of the Bank of Saint Louis. It is doubtless true 


1 House Document 27, a3rd Congress, 2d Session, Report of Secretary 
of U. S., on ‘‘ Public Money ’’, Dec. 15, 1834. 


2 American State Papers, vol. v, p. 624, quoted in Jones, op. cét., pp. 
390 and 391. 
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that his experiences with banks while in Saint Louis had 
much to do with his later “hard money”’ proclivities. 
When he became convinced of the evil, political and 
economic influence of the Second United States Bank, 
he worked unceasingly for the defeat of the recharter 
bill, He argued that it flooded the country with its 
notes, thus causing speculation, and that it could manu- 
facture a panic on demand by drawing them in. This 
with its loans to members of Congress placed it ina 
position to control elections. Benton professed to have 
no confidence in any bank of issue; but, judging from 
his conduct as a bank director, the fear of the political 
power of the national bank was his strongest motive. 
When Missouri wanted to charter a state bank he fought 
the idea with all his might, and when he saw that the 
movement could not be stopped he turned his attention 
to making it as safe as possible, Likely, much of the 
conservatism of the State Bank was due to his influence. 

Something of Benton’s dealings with the Bank of Mis- 
souri can be inferred from the following quotations from 
various sources. J. B. C. Lucas in a letter to J. W. 
Taylor said: 


It appears by unquestionable evidence that Thos. H. Ben- 
ton, Senator from Missouri, who was one of the directors of 
the Bank of Missouri when it failed, is indebted to the bank 
to the sum of $13,000. Much involved ... to a greater 
amount than he is able to pay.’ 


Niles Register remarks that ugly stories were afloat 
about Senator Benton’s connection with the Bank of 
Missouri; that at any rate he was on the board and so 
could not be wholly absolved from responsibility for a 


1Lescas’ Letters, 1815-1836 (St. Louis, 1905, published by his grand- 
son, J. B. C. Lucas). 
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failure which caused a loss of $150,000 of customers’ 
money." The Missour: Republican in its fight against 
the State Bank plan in 1837 copied the following editor- 
ial from the Washington City Reformer of August 26, 


1837 :* 


Colonel Benton was a director of the old Bank of Missouri. 
By charter no director of the bank could borrow more than 
$3,000 from it. He was entitled to borrow this much for his 
services. As editor of Zhe Enquirer he fought other banks 
and got public deposits for the Bank of Missouri. When 
these amounted to $180,000 the directors divided them up, 
and broke the bank. These facts are known in Saint Louis 
and when the Branch Bank of the United States was estab- 
lished, the directors refused to discount Benton’s paper. He 
began to fight. He urged Jackson to remove the deposits, 
obtained the office of the Cincinnati Commercial Agency for 
Saint Louis, and put its direction in charge of his political 
partisans. Public deposits reached $2,000,000. His parti- 
sans put through the state bank charter to start a bank by 
money borrowed on state bonds. The directors were parti- 
san. He borrowed $1,000,000 from the Secretary of the 
Treasury and got $2,000,000 government deposits; so with 
$3,000,000 public money he goes to Missouri to speculate in 
public lands and laugh at the ruin which overwhelms the 
country. But let us see. He denounces the banks with his 
breath and builds them up with his facts. When he was writ- 
ing anti-bank articles, he was helping to draft the Bank of 
Missouri charter. 


C. Zhe Loan Office 


The failure of the Bank of Missouri and the subsequent 
legislative investigation brought economic conditions in 
the state sharply to the attention of the General Assem- 


130 Miles, 282. 
3 Mo. Republican (St. Louis), May 12, 1837. 
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bly. As has been brought out in connection with the 
Bank of Missouri, general business conditions were 
highly speculative. Merchants were liberal in granting 
credits. Land was purchased without much thought of 
price or location. Carr records the sale at auction of a 
piece of land whose only description was that it was 
located about thirty miles north of Saint Louis.' Full 
advantage was taken of the liberal terms offered by the 
national government. The crisis of 1819 had slowed 
down immigration from the East; so the market for land 
dwindled. Bank notes of uncertain value from other 
states had driven out most of Missouri’s specie. The 
panic of 1819 had ruined the banks, so that the people 
were left with no means of payment except notes of little 
or no value. There was no money to pay taxes or to 
complete payments on land which had been purchased. 
Even, if a man owed only a little he might be unable to 
pay. The govetnment at Washington saw the plight of 
the West and extended the time of payment on public 
land installments. The state legislature also wanted to 
help and, in its first session after statehood, ways and 
means of relief were considered. It was this state of 
affairs which furnished the motive for the Loan Office 
Act. Missouri conditions were merely those of the 
Middle West of the time. The Loan Office Act itself 
was not a peculiar or isolated bit of legislation. It was 
merely a part of the attempt of the West to afford relief 
to its people. The records of legislation in other states 
of the section show many stay laws, loan offices or paper 
banks.? 

The General Assembly of 1821 first considered the 
establishment of a state bank. The opposition, how- 


‘Carr, op. cit., p. 133. 
*Carr, op. cit., pp. 136 and 137. 
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ever, was too great, and besides no well-thought-out 
banking plan had been formulated. A compromise plan 
was proposed and passed on June 27, 1821." It was an 
attempt to do two things: (a) to furnish a satisfactory 
currency; (b) to enable citizens to borrow necessary 
funds at a fair rate of interest. The plan was briefly as 
follows: The state was to be divided into five districts 
with a loan office (not called a bank) in each one. The 
local management was entrusted to boards of three com- 
missioners to be elected by the General Assembly. The 
state auditor and state treasurer were empowered to 
issue certificates to the amount of $200,000 in denomina- 
tions ranging from $0.50 to $10.00. These were to be 
assigned to the several districts in proportion to popula- 
tion, to be loaned in amounts of $1,000 or less on real 
estate security of at least double the amount of the loan 
or $200 or less on personal property. The rate of inter- 
est was fixed at 6 per cent in advance and repayments 
were not required in amounts larger than 10 per cent 
semi-annually. The plan was entered into with a good 
deal of caution, it being provided that 10 per cent of the 
notes were to be withdrawn from circulation each year 
until all were retired. The original idea seems to have 
been merely to make temporary provision for the extra- 
ordinary circumstances of the time. The governor was 
given power to borrow specie subject to the approval of 
the General Assembly, such loan to be used as a redemp- 
tion fund. Only $2,000 actual cash was appropriated. 
This was to be used for expenses of organization. The 


1 For text of the act see Laws of Mo., 1804-24, p. 760 et seq., and 831 
to 865 scattered references. Secondary aceounts giving the main feat- 
ures of the plan are available in Sumner, of. cst., vol. i, U. S., pp. 
161-162, and in Souad Currency, April 15, 1895, Article on ‘‘ The States 
as Bankers ’’. 
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state revenue from the salt springs and the faith and 
credit of the commonwealth were pledged for the re- 
demption of the certificates. 

The state agreed to accept these certificates in pay- 
ment of all dues to itself, including taxes, and provided 
that all its civil and military officials should be paid with 
them. Furthermore they were to draw interest at 2 per 
cent from date of issue until redeemed. Persons hold- 
ing leases on the state salt springs were required to sell 
salt for certificates and any ferry-man refusing to take 
them was to lose his license. It was expected that these 
measures would insure their circulation as currency. 
The form of the certificate was as follows: 


This certificate shall be receivable at the Treasury or any of 
the loan offices of the state of Missouri, in the discharge of 
taxes or debts due the State, for the sum of $5.00, with inter- 
est for the same at the rate of two per centum per annum, 
from this date, first day of September, 1821. 

Wm. Christy, 

Auditor of Public Accounts 
Nathaniel Simonds, 

State Treasurer.’ 


Offices were opened at Charitan, Franklin (Boonville), 
Saint Charles, Cape Girardeau, and St. Louis. The 
people showed a disposition to give the plan a trial. 
The Missouri: Intelligencer gives evidence that the cer- 
tificates circulated in the country districts. Note the 
following advertisements : 


1A. J. McCulloch, 7he Loan Office Experiment in Missouri, 1821- 
36, University of Mo. Bulletin, vol. xv, no. 24, Social Science Series, 
August, 1914, p. 8. This is perhaps the best account of the Loan 
Office. 
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Will take loan office money at fair price for plows, hoes, 
and blacksmithing. 
W. O. Short ' 
150,000 brick for loan office certificates at par.’ 


However, not every one in Franklin was disposed 
favorably toward the experiment. At a political dinner 
two toasts were offered: (a) ‘“‘To the Loan Office, estab- 
lished by the desertion of every principle of moral and 
political honesty ’’; and (b) “‘ To our uninvited represen- 
tatives—may they learn to prefer the wishes of their 
constituents.”3 A few days earlier one of these repre- 
sentatives, Duff Green, had felt called upon to explain 
why he voted for the Loan Office. He had been sent to 
the legislature on an anti-bank platform. He said in 
substance, ‘‘It was not a question of good or bad cur- 
rency but of currency or no currency. Shall the sheriff 
take money or plows for taxes? Our gold and silver are 
disappearing daily. The Loan Office isn’t like a bank. 
No one man can monopolize it. The state is a kind of 
friend, helping all the needy until by farming they can 
pay their debts.‘ ”’ 

Considering the wild finance of neighboring states, 
Missouri handled this credit venture in a remarkably 
conservative manner. Although the original authoriza- 
tion was for $200,000, the issues were made quite slowly. 
There were, however, certain abuses. It was the inten- 
tion of the original bill to use the certificates only for 
emergency aid to citizens, but later the treasurer was 
authorized to use them to pay outstanding auditor’s 


1 Mo. Intelligencer, Oct. 16, 1821. 
2 Ihid. 

* Mo. Intelligencer, July 16, 1821. 
4‘ Mo. Intelligencer, July 9, 1821. 
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certificates.‘ Only the payment of salaries was originally 
contemplated, but by 1822 ordinary state expenses were 
being met in this way. An additional issue of $50,000 
for this purpose was arranged. On December 29, 1821 a 
$50,000 loan was made to N. Bliss for the construction 
of an iron works, and in 1822 one to another party for 
a grist mill.* Data relating to the actual conduct of the 
system is very meagre, but it is certain that the legisla- 
ture regarded it in no sense as a permanent solution. 
The next session instituted means for restriction. It was 
enacted on November 27, 1822 that no more certificates 
should be issued or loaned. The Bliss Iron Works 
grant was repealed. Loans were ordered called in at the 
rate of 10 per cent a month. Finally it was provided 
that a debtor might be discharged on payment of four- 
fifths of his indebtedness. 

In the meantime, in the case of Mo. wv. Lane, the Saint 
Louis Circuit Court had declared the Loan Office Cer- 
tificates to be bills of credit and therefore unconstitu- 
tional. The state had loaned the certificates in exchange 
for promissory notes of customers. These notes, the 
court said, could not be collected if the debtor chose to 
plead the unconstitutionality of the law. In discussing 
the case the judge of the lower court said: ‘“‘ Kentucky 
had the start of Missouri in the paper money system. 
She sent her money here and spent it. We determined 
to adopt a system to exclude Kentucky commerce. We 
did it.””"* After this decision the certificates depreciated 


1 Laws of Mo., 1804-24, p. 863. 
?Sumner; of. cit., p. 163. 
3 Jbid., p. 163. Laws of Mo., 1804-24, pp. 940 and 1011. 


‘Mo. v. Lane, St. Louis Circuit Court, Feb., 1822, reported in Sup. 
22 Niles, 128. The stand of the court was later confirmed by U. S. 
Supreme Court in the case of Craig v. Mo., 4 Peters U. S., 410. 
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from 35 per cent to 50 per cent.’ All who had become 
indebted for them were in a position to repudiate their 
obligations. In the face of this certain loss it is greatly to 
the honor of the state government that no attempts were 
made to evade redemption. In 1829 Governor Miller 
was instructed by the legislature to borrow $70,000 to 
redeem the certificates still outstanding. Twenty thou- 
sand dollars for this purpose was furnished by the United 
States Branch Bank in Saint Louis.* 

It is difficult to be certain how large the total issue 
was. The state treasurer had records for $184,788. 
According to the auditor $188,647 were redeemed. This 
may indicate either bad accounting or counterfeiting. 
There may well have been both. The state had handled 
the institution in an easy-going way. In fact it was not 
until the court decisions showed just how untenable 
her position was that she decided to pay all the costs 
and close up the deal. 

The message of Governor Miller on November 16, 
1830, gives the clearest available statement of the case: 


By act of the legislature of January 23, 1829 the executive 
borrowed $70,000 to redeem outstanding auditors’ warrants 
and Loan Office Certificates. The duty has been performed. 
This was a great thing for the state. It has enabled her to 
withdraw to a great extent a species of paper which at all 
times has been below par and which at no period of its ex- 
istence answered the purpose to any considerable degree of a 
circulating medium. The state lost at least twenty-five per 
cent. Large money lenders came out ahead by buying up 
warrants at 25-50 per cent discount. 

The United States Supreme Court after two years delibera- 
tion held that the state could not recover debts due her for 


1Sumner, op. ctt., p. 162. 
1 Mo. Intelligencer, July 17, 1829. 
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loans which were secured by promissory notes and mortgages. 
This caused great loss. 
The outstanding debts are 


$42,896 


$20,000 interest from 1822 to 1830. 


$62,896. 
This amount is due from the Loan Office and will likely never 
be paid. Thus ends a system which has been a losing game 
to all except borrowers, shielded by the Supreme Court and 
the discount bankers.’ 


In 1833 the auditor reported that of the $47,020.00 
due to the state on October 1, 1830, only $3,612.00 had 
been paid. The remaining $43,408 was regarded as 
worthless. 


In this chapter Missouri’s first three attempts to solve 
her banking and currency problems have been discussed. 
All three were failures. She had never had a successful 
banking venture. So it is small wonder that many of 
her people were afraid of any sort of a banking proposi- 
tion. These experiences gave her caution when the task 
of making the State Bank was approached. If she had 
had no other teaching, the State Bank might have been 
delayed longer than it was, but she was destined to ex- 
perience a little good banking—just enough to make her 
sure that banks were useful if properly controlled. The 
first of these happier experiences was the Branch Bank 
of the United States in Saint Louis. 


' House Journal, Ist Session, 6th General Assembly Mo., 1831, p.7 
et seg. The message has been quoted only in substance. 
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CHAPTER IV 


SOME EarLy EXPERIENCES IN SOUND BANKING 


A. The Branch Bank of the United States. 


THE closing of the Bank of Missouri in 1821 again left 
the state without a bank. There was no machinery for 
long-distance payments except thru the accommodation 
of certain local merchants who had established Eastern 
credits. In time this practice developed into a kind of 
private banking, for Saint Louis was not destined to have 
another bank for eight years. 

As early as 1827, the Bank of the United States was 
asked to consider Saint Louis as a location for a branch 
office, and Mr. T. Cadwalader was sent out to look over 
the ground and report on the possibilities for a profitable 
business. His report is a very interesting document. It 
gives essentially the following data: 


The chief business of the city is the selling of dry goods 
and groceries which are purchased in Philadelphia and New 
Orleans. The retail trade amounts to about $750,000 a year, 
in addition to $150,000 in sales to the Indians. Fur exports 
are $500,000 a year, but three-fifths of this trade is controlled 
by the Astor interests and can be expected to furnish little 
business for a bank. The other important export is lead, 
but this is quite speculative. The city has a population of 
5,000 and is growing. Twenty new houses were built last 
year. The river trade is increasing. There is little business 
in bills of exchange, except in the shipping of furs. There 
are no local banks, nor have there been any since 1821. A 
82 (354 
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new bank could not expect to carry a loan of more than 
$100,000 to $200,000. Such a small volume of business 
would not pay. 


On the basis of this analysis he gave as his opinion that 
the location of a branch in Saint Louis would be inexpe- 
dient at this time.” The officials evidently relied on his re- 
port, for no action was taken. 

The bank, however, watched the growing prosperity of 
the city, and two years later did open a branch office there. 
John O'Fallon, a young Saint Louis business man who had 
become wealthy by a wife who owned $100,000 of local 
real estate, was installed as president. He developed into 
a banker of marked ability and left a deep stamp on the 
subsequent banking policies of the city. Sympathy with 
the ideals of the mother bank was secured by placing on 
the board of directors Major Thomas Biddle, a brother of 
Nicholas Biddle, president of the United States Bank; and 
by appointing as cashier H. S. Cox, a former official of 
the Philadelphia office.” The local interests of the city were 
protected fully. Ten out of the twelve members of the 
first board were residents of Saint Louis.* Besides those 
mentioned they included such men as Pierre Chouteau, John 
Mullanphy and Peter Lindell.* It was a remarkable board 
of business men; and in the four short years of the life 
of the branch it was to impress firmly on the city the 
principles of sound and conservative banking. The fine 
spirit of the board is exemplified by the attitude of Peter 
Lindell. Although inclined to take speculative risks as an 


1 Report of T. Cadwalader, investigator for U. S. Bank, in Petition 
for a Branch Bank in Saint Louis, March 17, 1827. Document in N. Y. 
Public Library. The text quoted above is adapted from this report. 


* Edwards, op. cit., p. 340, and Ridgely, op. cit. 
* Shepard, op. ctt., p. 93. 
*City Directory of Saint Louts, 1829. 
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individual, he was ultra-conservative as a director, regard- 
ing his place on the board of directors as a trusteeship. 
On one ocasion a merchant came to him and asked that he 
recommend the renewal of a $5,000 loan at the bank. 
Lindell thought it was not a gilt-edge note, so he paid it 
himself and made a personal loan to the merchant.” 

The bank was well received. The management was such 
as to inspire confidence, and before long it became common 
knowledge that it was being run on much more conserva- 
tive lines than had been the case with either the Bank of 
Saint Louis or the Bank of Missouri. Since 1821 the 
people had become accustomed to a great shortage of cur- 
rency and had learned to be afraid of such bank notes from 
other states as found their way into the town. Mexican, 
French, and Prussian silver were present in limited amounts 
and were highly valued.* Accordingly at first they were a 
little afraid of the notes of the Branch Bank. This fear, 
however, soon disappeared. The new bank proved a great 
aid to the town and, although it attempted to do little 
business in the country districts, some sub-offices were 
established. Life in the country was simple; and the small 
stock of specie brought in by the settlers enabled them to 
supplement barter, and so to get along in some manner 
without banking facilities. Saint Louis itself developed a 
good deal of prosperity. From 1820 to 1830 the popula- 
tion had grown slowly. In addition to the banking handi- 
cap, the old French families had been moving to the country, 
and the hunters were drifting farther westward.* The 
census of 1830 showed a growth of only 2,000 above the 
previous one. The next decade was to record a 10,000 in- 
crease. In the early thirties there was considerable build- 


' Stevens, op. cit. (St. Louis, 1909), p. 204. 
* Shepard, op. ctt., p. 95. 
* Ibid., p. 95 et seq. 
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ing of stores and warehouses in St. Louis and not a little 
paving was done. Likely much of this increased activity is 
directly traceable to the influence of the Branch Bank. 

Something of the amount and kind of service rendered 
by the bank can be seen from its published statements. 

On August 1, 1831 O’Fallon reported that his office had 
but $848.14 in the suspended-debt account and that all of 
this would likely be collected. It included $342.75 loans on 
personal security, $500.00 bills of exchange, and $5.39 in- 
terest." The highest suspended debt it ever reported was 
$2712.00 in July, 1834.7, The loans were largely discounts 
-on personal security, but some advances were made on 
stocks and bonds, as is evidenced by the following report of 
March 12, 1832:° 

St. Louis Branch 





Loans on Stocks March t2, 1832 
Louisiana State Bank ................ ccc eee ceeees $4,980 
Missouri State Stock ..........cccscceccceccccces 5,000 
Illinois State Stock ........... cc cece ees e cen ceees 52,500 
Missouri Stock Loan ..................c sees cee ees 10,000 

$72,480 


The office was not opened until late in 1829; so the year 
ending January 1, 1830 showed net profits of only $595.83. 
For January 1, 1831 this was increased to $19,949.11, and 
for January 1, 1832 to $30,464.25.* 

No small part of the prosperity of the branch was due 
to the public deposits made necessary by land office, army 
post, and Indian dealings. They were, as listed: 


1 House Report, 21st Congress, Report of Committee on Ways and 
Means, no. 358, p. 193. 

* 23rd Congress, 2nd Session, Senate Document 17, Dec. 18, 1834. 

* 21st Congress, 1st Session, House Report 358, Committee on Ways 


and Means, p. 193. This is a rare document. A copy is in possession 
of N. Y. Public Library. 


*Ibid., p. 536. 


Google 


86 THE BANK OF THE STATE OF MISSOURI [358 


Vanuary 1) 1932 docsiecet esecas ccnveseeessaes $371.417.86 
Rebrudty 6; 1832 060004 sows sidinsvecwwcses 211,571.06 
October 15, 1832 ...... ccc cece cece e eect ee eenes 161,019.00 
Vly. 1839 eosseaidutousns srrasheadi sess ees 160,550.77, etc.) 


Individual deposits ran somewhat higher than Mr. Cad- 
walader had estimated: 


February 6, 1832 .......... 00. cece eee ee eees $219,572.63 
October 15, 1832 ...... ccc ccc cece cee eet eece 221,426.00 
JOLY 1833 seecsststaseieres Soivids cs aid ceages 281,480.00 ! 


The circulation was usually above $800,000. 

Comparative statements, more or less complete and taken 
from the reports of the parent bank to Congress, are given 
here: . 








Accounts Feb. 6, 18322 Oct.15, 18328 July, 1833+ 
Discounts on personal security.. $599,012 $580,000 $478,414 
Discounts on stock other than of 

DARKS: Sak eas tedank coueneude 77,980 27,300 i. ss ss es 
Domestic bills of exchange .... 72,971 88,936 83,780 
Due from U. S. Bank and offices 447,890 1,093,403 .....-. 
Expense account .............. 1,020 2,200 swe aeeae 
Notes of Bank of U. S. and 

other branches .............. 1,061,315 616,930 _~—........ 
SHGCIS 22. se eadews encore dn 147,970 163,411 285,138 
Circulation: .si2iseneecneenxed 844,055 834,410 ~~... . 
Interest account ............... 0,444 183901 ......- 
Unclaimed dividends .......... SC £646 Aoseret 
Due to Bank of U. S. and offices 1,114,009 1,321,357 «sw neeee 
Due to state banks ............. 8,952 16,710 ~—si... ss 
U. S. deposits by U.S. Treasurer 181,555 121,691 160,550 
Deposits of public officers ...... 30,016 30,328 ....2.. 
Individual deposits ............ 219,572 221,426 281,480 


1 Compiled from statements quoted elsewhere in this chapter. 

* 22nd Congress, Ist Session, House Report 460, p. 267, and 21st Con- 
gress, 1st Session, House Report 358, Committee of Ways and Means, 
Pp. 193 ef seq. 

3 22nd Congress, 2nd Session, House Document 8, Letter of Secretary 
of Treasury, December 11, 1832. 


Quoted from reports to Congress in Pope, “ Part which Banks have 
Played in the Commercial Development of the State,” p. 8. 
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Certain other reports were rendered relative to the volume 
of business transacted. These deal chiefly with bills of 
exchange, branch drafts, and transfers of specie. : 

During 1830, $200,000 of London and Paris exchange 
was sold. The volume, however, was only one-half as 
great the next year." 

In 1832 the following report of total exchange transac- 
tions was made:? 


Domestic Bills purchased ..................005- $273,000 
Domestic Bills collected .............. 2 ce ceceees 457,000 
Brafich: dratts i3i6ve dias estanaseaiaineiuiagiass 795,000 
Notes of U. S. Bank received .................. 1,212,000 
Transfers for U. S. Treasury .................- 600,000 

$3,337,000 


At this time the amount of bills of exchange on hand was 
$51,001.04. They were payable in eight different cities, 
thus showing something of the varied business connections 
of Saint Louis.* Exchange rates varied from par to 1%.* 


1 22nd Congress, Ist Session, House Report 460, p. 208. 

* 23rd Congress, 2nd Session, Senate Document 17, Dec. 18, 1834. 

* Philadelphia, $400; Washington, $250; Cincinnati, $4,650; New York, 
$10,756.06; Baltimore, $4,080; New Orleans, $8,775; Louisville, $19,- 
417.99; and Pittsburg, $2,671.99 in 2rst Congress, Ist Session, House 
Report 358, p. 39. 

*Tbid., p. 34. Exchange rates for which drafts are sold and bills pur- 
chased. St. Louis office: 


City Drafts Sold Drafts Purchased 
Bank of U, Sives628 jake eecks Para34-- *#eaeci 
OStON ..... ccc cece cece cece -  ‘Weeees 
Platttord osc da sh ececsees en FE . eee 
New York ...............00- I iy 
Baltimore s.2cs6-eh scree ween % iy 
Washington .............2000  ceccecces I 
CAMONG » isin e odd ccdanwtnd | a ree 
Nashville: cciccccaeucenesseaus- 265eGces MA 
New Orleans..............00- Para % 4 
Louisville ............cceees Para % i, 
NGO ccm avtinin ae pnslens Par a % 
Cincinnati .............e ec eee Para % , 
PittsWOls hisniacnesG iaikekase i 
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Little specie was transferred to or from the Saint Louis 
Branch. Usually it did not exceed $1,000 or $2,000 a 
year... The branch drafts which Benton fought so bitterly, 
however, were used in considerable volume. On March 
26, 1832 the books showed an issue of $318,000, of which 
amount $86,765 was in the vaults of the bank, thus leaving 
$231,235 in circulation.’ 

The figures which have been presented here indicate the 
kind of service the United States Bank was giving Saint 
Louis. The city appreciated the bank, and the storm which 
swept it out of existence was not made in Saint Louis. As 
the tide of political feeling rose, the people began to take 
sides on the bank question and it became a favorite topic 
of discussion in the state press. However, it is much to 
the credit of the Saint Louis Branch that it largely escaped 
censure. The argument turned on the larger issues of the 
bank as a national institution. 

The Missouri Intelligencer perhaps published more poli- 
tical news relative to the bank fight than any other paper 
in the state. It was a country newspaper in a district 
friendly to Jackson, but its editor favored the United States 
Bank and made full use of his opportunities to plead its 
case. One gets the impression that the interest of 
the average Missouri farmer in the bank contest was much 
less than is indicated by the large amount of newspaper 
space used. The editors were engaged in spreading pro- 
paganda. As late as September, 1831, a reader wrote to 
The Intelligencer that the United States Bank was of little 
interest in Boone County, and that it had caused no party 
division.* However, the various candidates thought it 
worth while to make statements about their stand on the 


1 House Report 460, 22nd Congress, Ist Session, p. 205. 
* Tbid., p. 57. 
3 Mo. Intelligencer, Sept. 24, 1831. 
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bank question. General Ashley, candidate for Congress and 
a director of the Saint Louis Branch Bank, in a letter to the 
chairman of the Committee of Correspondence of Calloway 
County said: 


I am in favor of rechartering the bank. It is indispensable 
for commerce .... and for the transactions and financial 
operations of the United States Government. The Bank must 
be powerful in order to be useful. Its notes are good any- 
where. Its influence has forced the local banks to be more 
honest. Bank failures and depreciated paper are seldom 
heard of. Drafts have but 14 of 1 per cent exchange charges. 
Deposits are safe.* 


His opponent, Colonel R. W. Wells, was against the bank, 
but adopted a policy of saying as little about it as possible. 
L. W. Boggs of Saint Louis, in his candidacy for governor, 
opposed the bank on constitutional grounds, but admitted 
that its service to the country had been great. He could 
not hope to gain St. Louis support without being fair to 
the Branch Bank. His opponent, Dr. Bull, favored the 
recharter bill.? James McLelland, candidate for lieutenant- 
governor, advocated the recharter, but believed no branch 
should be put in any state without its consent.* Beginning 
with the issue of July 30, 1831 The Intelligencer carried a 
sub-title: “ The Union, Internal Improvements, Domestic 
Manufactures, The United States Bank, and Real Reform ”’. 
From this time on it fought hard for the bank, never miss- 
ing a chance to copy favorable editorials from other papers 
or to discourse on the evils of state banking. In the issue 
of January 26, 1833, after the struggle had been definitely 
lost, it delivered a last broadside with an editorial on “ The 

1 Mo. Intelligencer, Sept. 24, 1831. Adapted from letter published in 
full in this issue. 

* Ibid., June 2, 1832. 

*Ibid., May 5, 1832. 
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Bank Mania”. The more important points are given 
here :* 


- In anticipation of the prostration of the Bank of the United 
States, Alabama has organized a state bank with $2,000,000 
capital and Tennessee one with $3,000,000 capital. The gov- 
ernors of Kentucky and Ohio both recommend state banks. 
Applications have been made for several new Pennsylvania 
charters where the Bank of the United States has long been 
the faithful guardian of business and prosperity. When it 
shall be laid low, the country will be overrun with a flock of 
vultures in the shape of state banks and all this for a blind 
and vindictive hostility. 


In Saint Louis the feeling became personal. Senator 
David Barton and Pettis, a candidate for Congress, made 
a fight on the United States Bank. Pettis, in particular, 
had a good deal to say about the integrity of Nicholas 
Biddle. His brother, Major Thomas Biddle, went to the 
hotel and whipped Pettis with a “cowhide”. The contro- 
versy ended ina duel. The men fought with revolvers at a 
distance of six feet and both were killed.” The tragedy 
caused more comment in the Saint Louis papers than the 
bank question itself. 

The election results showed that rural Missouri, at least, 
was pro-Jackson. R. W. Wells was nominated for Congress 
by twenty-six votes to General Ashley’s eight. The Intellt- 
gencer made the claim that Wells was not fundamentally op- 
posed to the bank, but that he fought it merely because it 
was a part of the Democratic platform.’ In the presidental 
election the state, outside of St. Louis, voted for Jackson; 
but the bank was so vital to St. Louis that Clay carried 


1 Adapted from a lengthy editorial. 
* Shepard, op. cit., p. 99. 
5 Mo. Intelligencer, Oct. 8, 1831. 


Google 


363] EARLY EXPERIENCES IN SOUND BANKING QI 


the city." Jackson, however, received all four of the elec- 
toral votes." 

The state government took an official interest in the bank 
question. As early as 1831 the House of Representatives 
appointed a committee to inquire into the legality of placing 
a state and county tax on the Branch Bank at Saint Louis.’ 
The tax was never levied, but, whether on account of the 
recognition of the services of the bank, or because of an 
adverse report of the committee, it is impossible to say. 
Governor Miller was outspoken in his views. He declared 
the United States Bank was subversive of free institutions 
and accordingly impossible.* L. W. Boggs had lost the 
race for governor; and the new executive, Daniel Dunkin, 
in his first message urged the people, “‘ To fight the United 
States Bank, for it is only intended to show us the insigni- 
ficance into which we are dwindling as the general govern- 
ment encroaches’. On December 28, 1832 he announced 
that he had approved a resolution asking Missouri’s senators 
and representatives to oppose the recharter of the national 
bank.° 

In the issue of July 31, 1831 The Intelligencer announced 
with glee that the re-charter bill had been passed by both 
houses of ‘Congress and that General Ashley had voted for 
it. The following week the veto message was published in 
full with editorial comments of no uncertain tenor: “ The 
veto 1s a high-handed measure which will produce a whirl- 
wind from one end of the country to the other. That such 
an ignorant man as Jackson should attempt to expound the 


1 Pope, op. cit., p. 89, and ‘Shepard, op. ctt., p. 110. 

2 House Jour., 6th General Assembly Mo., 1831, p. 70. 

® Ibid., p. 73. 

‘House Journal 6th General Assembly Mo. 1831, “ Message of the 
Governor,” p. 30. 

* House Journal 7th General Assembly Mo. 1832-33, p. 151. 
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Constitution is almost unbelievable”. A few days later 
this additional comment appeared: “ The people of the West 
owe the United States Bank $30,000,000. To call this loan 
means ruin, and all on account of the ignorance of a single 
individual’’.? A good deal of space was used for some 
weeks in copying indignation editorials from other news- 
papers and in censuring Senator Benton for his support of 
Jackson. The President’s statements about the solvency of 
the bank was denounced as most vindictive and derogatory 
to the high station of the President of the United States.* 

The veto was received with divided feelings in Saint 
Louis. The business interests of the city, of course, were 
greatly disappointed; and at a mass-meeting, presided over 
by Dr. William Carr Lane, resolved that, ““ We receive the 
President’s veto with mortification and regret”. A com- 
mittee, composed of Pierre Chouteau, Edward Bates, and 
five others was appointed to draw up resolutions commend- 
ing the bank and censuring Jackson.° The President, how- 
ever, was not without friends in Saint Louis and they were 
just as outspoken as the other group. A meeting at the City 
Hall approved the veto message as an act 


That will be the death blow to an institution which from 
its enormous capital would have such a controlling influence 
as not only to crush at pleasure every moneyed institution but 
would insinuate its tendencies of corruption into our Con- 
gressional halls and sway the councils of the Republic. .. . 
The stand taken by General Jackson against the moneyed 
powers of Europe and America is a mark of patriotism and 


1 Mo. Intelligencer, July 31, 1832. 

* [bid., Aug. 4, 1832. 

® Tbid., Jan. 1, 1833. 

* Conrad, op. cit., article on “ St. Louis Banking.” 
* Shepard, op. cit., p. 106. 
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firmness not surpassed since the light of liberty dawned 
upon our country.’ 


The removal of the deposits caused much local interest. 
The Intelligencer said: 


We are curious to know whether the President will with- 
draw the deposits from the Saint Louis Branch and how he 
will pay out public money for Indians at this point as there 
is no other bank in Missouri. In fact we expect to see little 
hard money.? 


Early in the next year this same journal printed the Mc- 
Duffie speeches in Congress concerning the removal of the 
deposits, and copied notes from other Missouri newspapers 
on the national depression.® 

In line with the policy of the home office the Saint Louis 
Branch began at once to restrict its business, and the con- 
traction caused a considerable amount of adverse comment. 
The Intelligencer said: “‘ We have been friendly to the 
United States Bank but now we do not hesitate to condemn 
it. The contraction was excessive and vindictive.’ * Mis- 
souri, however, must have escaped most of the national dis- 
tress. The Saint Louis Branch was officered by local men 
interested in the business development of the city, and it 
made the necessary contraction as painless as possible. The 
files of The Missouri Republican (1832 to 1834) contain 
hardly a word about the removal of the deposits or subse- 

1 Edwards, op. ctt., p. 344. The author was unable to find any record 
of the minutes of either of these meetings. The quotations given in the 
secondary authorities do not agree so one can be sure of little that 
transpired except that one group strongly condemned and the other as 
strongly praised the action of the administration. See also Davis and 
Durrie, History of Mo. (St. Louis, 1876), p. 105. 

* Mo. Intelligencer, Nov. 2, 1833. 

*Ibid., Feb. 1, 1834. 

* Mo. Intelligencer, Feb. 10, 1834. 
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quent hardship. The Intelligencer had much to say about 
national aspects but hardly a hint of local hardships. This, 
though, is not surprising, for the bank had little influence in 
the country districts. On April 26, 1834 The Intelligencer 
published an article copied from an Illinois paper (whose 
name is not given), stating that Mr. Amos Lane had said in 
the House of Representatives that Indiana, Illinois, and 
Missouri had felt no presure in consequence of the action of 
the President. It took exception to this statement in these 
words : | 


We freely admit that the pressure here has been very slight 
compared to the experiences of other states, but there is pres- 
sure in Illinois. There is no price and no market for one of the 
great staples of the country. Wheat will not now be taken 
in payment of goods by the merchants. . . . In the meantime, 
pushed by Eastern creditors our merchants collect and remit 
all the funds they can obtain. This pressure will prevent the 
usual immigration to the state. We look toward the future 
with much solicitude. 


This statement no doubt applied to some extent to Missouri 
conditions. | 

The Branch Bank at Saint Louis began to make plans for 
liquidation. The president, John O’Fallon, handled it in 
masterly fashion, and in the final accounting closed the 
books with a loss to the government of only $125.00.1 
The statement of June 30, 1837 shows how far the liquid- 
ation had proceeded on that date: * 


Bills of exchange ............ccccce cece e cues $227,517.00 
Due from the Bank of U. S. ...............05. 392,099.00 
Due from state banks ............. Sheed deh bie 55,019.00 
Due to Bank of U.S. ..... ccc eee eee 674,792.00 
DEPOSiS®: ose ewtiicds nue > Gacews wae ware news 723.00 
WANS: aio etic MS aivnsee Saco ta See aha lan Homlow beak 263.00 


1 Shepard, op. cit., p. 95. 
* 25th Congress, 2nd Session, Senate Bulletin 21, p. 230. Statement of 
St. Louis Branch, June 30, 1837. 
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The closing of the Branch Bank again left Saint Louis 
without a bank, a condition she had been in several times 
before. Good service had been rendered and, although 
political considerations had prevented full recognition of 
its usefulness, Saint Louis was never willing to be without 
a bank again. Measures were instituted at once to secure 
some sort of a substitute for the closing institution. 


B. The Cincinnati Commercial Agency. 


The substitute found was a branch of the Commercial 
Bank of Cincinnati, Ohio. As soon as definite decision 
was made to close the branch of the United States Bank, 
the Commercial Bank of Cincinnati entered into a contract 
with the Secretary of the Treasury of the United States, 
by the terms of which the bank was to become the de- 
positary of public funds for IHinois and Missouri and to 
perform all other government work that had been cared for 
by the Branch Bank of the United States. It further 
agreed to open an office in St. Louis with full discount 
powers and to transact a general banking business. The 
contract also provided that the notes of all specie-paying’ 
banks in the West, with one or two exceptions, would 
be received on deposit. Announcement was made in The 
Missourt Republican that the St. Louis office would open 
on June 15, 1835 to buy and sell bills of exchange, discount 
paper, and accept deposits. 

The Agency was well received in Saint Louis, for it 
seemed to offer at least partial relief from a bad situation. 
The newspaper comments, not only in Saint Louis but in 
the country districts, were favorable without exception. It 
had evidently won the confidence of the government and 


1Mo. Intelligencer, May 9, 1835, copied from Mo. Republican of May 


5. 1835. 
* Ibid., May 23, 1835, copied from Mo. Republican. 
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that was enough to insure it a fair trial. The land-office 
and army-post business would give it a stake worth respon- 
sible care. Moreover, John O’Fallon had recommended it 
as worthy of patronage and was trying to turn business to 
it. In November he announced that it had purchased the 
accounts and business of the Branch Bank.’ It rendered 
fair service from the first. Exchange was sold at % of 1 per 
cent premium, or about the rate formerly charged by the 
Branch Bank.’ In fact it seemed as if an effort were to be 
made to continue the business along the old lines. 

The business available for a banking house was increas- 
ing constantly. The report of the local wharfmaster for 
1835 showed a river business double that of 1831. The 
ciy was also increasing in population. It had 15,000 people 
in 1836.° 

The Agency was amply able to carry on the work it had 
undertaken. The home office in Cincinnati made the fol- 
lowing statement of condition in January, 1834 :* 





Resources Liabilities 
Specie ............65 $75,967.20 Capital paid up ...... $1 ,000,000.00 
Notes of other banks. 52,574.00 Profits .............. 47,799.30 
Due from banks ..... 63,918.61 Circulation .......... 325,892.00 
Real estate .......... 2,000.00 Due to banks ........ 16,631.37 
WOans> counted caneanaas 1,282,981.09 Deposits ............ 89,127.23 
$1,477,440.90 $1,477,440.90 


In 1836 the Saint Louis office reported specie holdings 


1 Mo. Intelligencer, Nov. 7, 1835, and Edwards, op. cit., p. 359. 

*Ibid., July 11, 1835. 

*St. Louis at this time was little more than a river trading point. It 
had no public school, park, theatre, or library. It had no bank except 
the office of the Agency. See Shepard, op. cit., p. 114. 


‘ House Document 498, 23rd Congress, 1st Session, Condition of State 
Banks 1834. 
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of $513,859.06 and government deposits of $1,978,383.94.” 
So long as the government contract lasted, it had sufficient 
funds to maintain a big banking business, irrespective of 
conditions in Cincinnati. By 1837 the specie had decreased 
to $409,553, total deposits were $2,262,900, and the loan 
account stood at $1,398,811.7, On March 3, 1837 the Mis- 
sourt Republican published the following figures for the 
home office: capital, $1,000,000; circulation, $750,000; 
loans, $4,000,000; and public deposits, $2,500,000. This 
last item included the Saint Louis deposits but the branch 
‘loans were not listed. At this time the Saint Louis loan 
was $650,000. Evidently the home office had greatly ex- 
panded its business on the basis of the Saint Louis govern- 
ment deposits.* 

In order to discuss adequately the history of the Agency 
it will be necessary to anticipate somewhat the course of 
legislation in Missouri. A state bank had been chartered 
in 1837 with monopoly privileges. In order to make this 
effective it was necessary to get rid of the Agency. Even 
before the State Bank was chartered, the legislature had 
shown hostility to the existing banking arrangements and 
a bill providing for their expulsion had been introduced. 
The Jefferson City correspondent of The Saint Louts Argus 
had reported that prospects for its passage were favorable.® 
Saint Louis had been watching the proceedings of the leg- 
islature with much interest. In December, 1836 ex-mayor 
William Carr Lane offered a resolution in mass-meeting re- 
questing that no action be taken relative to the expulsion of 
the Agency unless a state bank were first chartered.° The 


1 Spaulding, op. cit. 

* Pope, op. cit., p- 80. 

* Mo. Republican, March 11, 1837. 

* Mo. Argus, Jan. 13, 1837. 

* Stevens, W. B., Saint Louts the Fourth City, p. 299. 
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business interests of the city had learned something about 
the utility of banks. The expulsion bill did pass, but not 
until provision had been made for the state bank. The 
legislature showed little regard for vested rights. The 
Agency was forced to leave the state although it was fiscal 
agent and depository for the federal government under a 
contract which had not yet expired. Sentiment in St. 
Louis for the most part supported the stand of the legisla- 
ture. The Agency had been welcomed in the city, but 
largely because there was nothing better available. It had 
been prosperous and, although the service given had been 
satisfactory, local pride was hurt. St. Louis was making 
money for Cincinnati. Why not perform the service her- 
self and stop paying tribute to a rival city? 

However keenly the Agency may have felt toward the in- 
justice of the law, there was nothing to do but obey it; and 
on May 23, 1837 the following notice was made public: ’ 


Persons having notes due in June or July (renewable), may 
renew by paying 10% and interest before the board meets 
g a. m. May 29th for 90 days or four months. Depositors 
have been notified by advertisement to call for their balances. 
If not called for they will be transferred to Cincinnati. We 
close at the end of the month in obedience to law. 

W. C. Anderson, agent. 


The next week announcement was made that the local debt 
had been transferred to Cincinnati and payment would be ex- 
pected on reasonable terms. It offered to accept 5 per cent in- 
stallments. The Missouri Republican, commenting on the 
plan to force payment, said: “ This closing act of the Agency 
deprived it of respect. Few people will regret its disap- 


pearance. It had no interests in common with us”.’ 


1Mo. Republican, Feb. 8, 1837. 
3 Ibid., May 25, 1837. 
* Ibid., June 2, 1837. 
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The debt referred to here was only a small part of its 
portfolio, for the newly orgamzed State Bank had pur- 
chased most of its $550,000 debt three months earlier. The 
Agency, not being in a position to drive a hard bargain, 
decided to take the best offer it could get and leave the 
state without a contest. During the negotiations, however, 
it had threatened to transfer all its specie to Cincinnati and 
force payment on every note as it matured unless its terms 
were met. The State Bank agreed to accept its deposits, 
to assume all its local obligations, and to purchase its build- 
ing and furniture at a cost valuation. The Agency, on, its 
part, agreed to send no more specie to Cincinnati and to 
cease all business in the state.’ 

Missouri had passed through a varied banking experience. 
She had seen all the inconveniences of barter and the dan- 
gers of “ wild-cat”” currency. She had issued none of the 
latter herself, but her neighbors had supplied the deficiency. 
There had been two local banks in St. Louis but both had 
failed, due largely to the inexperience of their managers. 
There had been a period of makeshift private banking. The 
Loan Office had been tried as an experiment in debtor relief 
and it had ended in disaster. So far there had been little 
in her history to develop a sentiment favorable to banks. 
Then in 1829 had come the Branch Bank and, after its 
closing, there had been two years of the Cincinnati Agency. 
The former was clouded by political considerations and the 
latter suffered the disadvantage of being an alien from a 
rival city; yet both gave honest service and taught St. Louis 
and the state that banks could not well be dispensed with. 
Now all of these were out of the way, leaving nothing be- 
hind them but some lessons of experience. The new State 
Bank was to have a clear field—a chance to demonstrate 
what it could do to serve the state. 


1 Mo. Republican, March 11, 1837. 
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CHAPTER V 
THE DEMAND FOR A STATE BANK 


THE State Bank of Missouri was not organized by a 
group of impulsive politicians who wished to get for the 
state a share of the federal business to be distributed after 
the closing of the United States Bank; neither was it 
organized to provide a place to invest Missouri’s share of 
the Surplus Revenue of 1836. Both of these factors no 
doubt had their influence, but the demand for a state bank 
was much more fundamental than this. Banking questions 
had been considered pretty constantly since 1813. The 
earlier experiences, described in chapters III and IV, were 
attempts at solution of local. banking problems. The at- 
titude of those in authority was always one of caution. 
The first constitution, adopted June 12, 1820, reflects the 
unhappy experiences connected with the failure of the Bank 
of Saint Louis.* It provided that the General Assembly 
might incorporate one banking company, and no more, to 
be in operation at the same time, such bank to have not 
more than five branches, only one of which could be es- 
tablished at any one session of the General Assembly. The 
maximum capital authorized was $5,000,000, and one-half 
of this was to be reserved for the state.* The Senate 
Finance Committee reported a bill for the organization of 
such a bank November 13, 1820, but it met with scant 


1See Wetmore’s Gazetteer of Mo. (St. Louis, 1837). 
2 Constitution of 1820, art. vii, quoted in Mo. Intelligencer, Aug. 12, 1820. 
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favor.’ It was to require seventeen years of discussion to 
put this constitutional provision into effect. 

One of the first acts of Alexander McNair, first state 
governor, was to call a special session of the General As- 
sembly for June, 1821 to consider the financial situation of 
the state. McNair’s connection with the Bank of Missouri 
gave him a peculiar interest in financial problems. No one 
seemed to know just what action was contemplated; but 
rumor had it that an attempt would be made to organize a 
state bank under the constitutional authority of 1820. The 
governor himself was silent. The newspapers at once be- 
gan to make conjectures and it became evident that senti- 
ment was divided largely on town or country lines. Saint 
Louis wanted a bank; the rural districts were skeptical. 
The Intelligencer voiced the feelings of the latter, and on 
April 20 submitted three reasons why a state bank should 
not be established: (a) Missouri had no money and could 
only get it by a loan at 5 per cent or 6 per cent so where would 
the profit be? (b) a bank would chiefly aid the president and 
directors for they would have the first chance to borrow the 
funds; and (c) collections could be made only at the end 
of a law-suit and that would be an expense to the state.’ 
Later, it characterized the bank proposition as a machine 
without capital for the purpose of making money without the 
aid of gold,* and argued that it would encourage extra- 
vagant buying outside the state. The thing to do was rather 
to live simply and work for economic self-sufficiency.* 
Copious extracts were taken from the Kentucky newspapers 


1 Senate Journal, rst General Assembly Mo., 1820, p. 114. 
*See Sec. C of chapter iii for a discussion of the problems demanding 
solution. 


® Mo. Intelligencer, April 20, 1821. 
*Ibid.. May 21, 1821. 
5 Tbid., July 9, 1821. 
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to show how banking was ruining the credit of the state 
and forcing the people to labor to enrich a bank aristocracy.* 

The arguments presented seem to have carried conviction. 
The citizens of Franklin called a mass-meeting at the court 
house, protested against the special session on account of 
the cost, and resolved that, ‘‘ In the opinion of the meeting, 
the establishment of a state bank at this time, so far from 
promoting the good of the community, would only lead to 
the support of a host of bank officers, speculators, and swin- 
dlers at the expense of the honest and industrious part 
of society. In Howard and Chariton Counties mass meet- 
ings were also held, and a specie bank condemned. It was 
suggested that, if the state must have a bank, the solution 
might be to invest $500,000 in the stock of the fast declining 
Bank of Missouri and amend the charter so specie payments 


could be suspended. The notes could then be made legal - 


tender.* 

Meanwhile Saint Louis business interests, speaking 
through the Missourt Gazette, were demanding that the 
special session charter a bank. Their plan provided for a 
capital issue of $500,000, the whole amount to be owned 
by the state. St. Louis was to have the home office, but 
branches were to be located at Franklin and Jackson. The 
executive heads and boards of directors of all three offices 
were to be appointed by the legislature. The method out- 
lined for securing the capital was to borrow $500,000 on 
the creditiof the state at 6 per cent interest and on this secur- 
ity to issue $900,000 of circulation. It was thought that the 
bank might be opened with safety at once, but that its cur- 
rency should not be redeemable until the loan was floated. 
Loans were to be limited to 90 days, not more than $2,000 


'Mo. Intelligencer, May 14, 181. 
*Ibid., May 21, 1821. 
*Tbid., June 4, 1821. 
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to any one person, interest rates at 10 per cent, and no loans 
except on real-estate collateral to double the amount of the 
loan." Commenting on this proposition, The Intelligencer 
suggested that the directors would soon borrow all the 
money, break the bank, and leave the farmers to pay the 
bills.? Saint Louis was looking for an easy way out of 
debt, but as yet had little comprehension of the principles of 
sound banking. 

When the legislature met it soon became evident that no 
bank bill could be passed .The Saint Louis plan was re- 
jected without ceremony. The final outcome was the Loan- 
Office Bill, discussed in chapter IV, section C. The Loan 
Office now became the all-absorbing topic and little was 
heard about a state bank for ten years. The files of The 
Intelligencer, 1824 to the end of 1829, contain nothing to 
indicate that it was being discussed. The Loan Office, 
however, was a serious attempt to face existing financial 
questions and, while it was a total failure, the attempt and 
the discussion aroused by it had a large place in moulding 
the character of the later legislation. 

After 1829 the presence of the Branch Bank in Saint 
Louis tended to keep down the demand for state legislation, 
but it also had the effect of producing an unprecedented 
demand when it became known that the Branch was to be 
closed. Saint Louis was never again to be willing to de- 
pend on forwarding houses and makeshift private banks.* 


1 Mo. Gasette, May 2, 1821. 

*Mo. Intelligencer, Oct. 9, 1821. 

® The forwarding house had indeed rendered a service not to be despised 
between 1821 and the opening of the Branch Bank. The following ad- 
vertisement is typical: Mo. Intelligencer, Nov. 6, 1830. 

“The undersigned are prepared, having extensive warehouses at 
the steam-boat landing, to receive, store, or forward every description 
of goods. Liberal advances will be made on consignments for sale 
or shipment.—Keen and Page.” 
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Late in 1832 The Intelligencer again took up the bank 
frght. Governor Miller had shown a disposition to favor 
a state institution to replace the closing United States 
Branch Bank. The Intelligencer argued that the people 
had had their Bank of Saint Louis, Bank of Missouri, and 
Loan Office, so could not be expected to be willing to try 
another experiment. A week later it expressed fear that 
the new legislature might be led astray, but insisted that the 
people strongly opposed a bank. The editor said he had 
just returned from a trip over a large part of Howard, 
Boone, and Cooper Counties, and had kept his ears open. 
He reported considerable interest and anxiety, but great dis- 
approval. He pledged his paper to fight all such swindling 
institutions.” In placing a valuation on this evidence, it 
should be remembered that The Intelligencer was an organ 
of the United States Bank and so opposed to any and all 
state banking legislation. At any rate, early in the next 
year, its Jefferson City correspondent wrote that the friends 
of the bank were rallying and rapidly gaining force due to 
the widespread fear that there would be no reliable media 
of exchange after the Branch Bank closed. The stock argu- 
ment was that a state bank would be the best way to meet 
the emergency. The Intelligencer, commenting editorially 
on this letter, admitted the ruin that would be wrought by 
Jackson’s action, but refused the remedy and characterized 
the new state banks now being discussed in Missouri and 
other states as vultures ready to pounce upon the people 
once the United States Bank was gone.* Not enough evi- 
dence is available for positive statements on the rural bank 
sentiment at this time. Occasional mass meetings were 


1 Mo. Intelligencer, Dec. 8, 1832. 
2 Ibid., Dec. 15, 1832. 
*Ibid., Jan. 12, 1833. 
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held in the state. One in Randolph County indorsed the 
proposed bank, while another at Fayette opposed it.’ 
Meanwhile the Seventh General Assembly had convened in 
Jefferson City and legislation was being planned. Although 
Governor Miller was supposed to be in favor of a state 
bank, he tried to avoid making political enemies, and in his 
message merely said: “It has been suggested that a state 
bank be established. Whether that is wise or not, I will 
leave to your judgment If it is done, school money may 
be put into it as follows: 





$40,000 ............ 3 per cent Fund 
63,000 ............ Seminary and Saline Funds 
36,000 ............ School Funds 

$139,000 


It should be a good investment’. He did, however, take 
occasion to say that the United States Bank was subversive 
of free institutions.” 

The Senate took no action on the bank question except 
to send one of its members, William Carr Lane, to Saint 
Louis to interview representative business men on the feel- 
ing in Saint Louis.* 

In the House the discussion centered on the proper means 
of investing the state funds. A select committee was ap- 
pointed to investigate the matter. It recommended a bank. 
The amount found available for investment differed from 
the governor’s estimate by $21,000. However, it was 
stated that some bonds were yet unsold, so the total might 
reach $150,000. The committee reasoned as follows: 


1 Mo. Intelligencer, Jan. 12 and 26, 1833. 

* Senate Journal, 7th General Assembly, Mo., 1832-33, p. 198 

®* Mo. Intelligencer, Feb. 2, 1833. 

4 Principal of state funds, $39,000 Seminary ; $23,000 Saline ; and $56,000 
3 per cent fund. 
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(a) There was no pressing need requiring the expendi- 
ture of the state funds. Therefore they were available for 
imvestment of the proper sort. 

(b) These funds should not be left unemployed. To 
allow state money to lie idle meant, in fact, to withdraw it 
from the circulating media of the country; and there was no 
room for loss, since it was almost certain that the United 
States Bank would not be rechartered. 

(c) Except for United States Bank notes currency cir- 
culating in the state was unworthy of use. It consisted 
largely of the issues of banks outside of the state which had 
filtered in and, of course, could not be regulated effectively. 


On the basis of these facts the committee recommended a 
state bank founded on specie capital, insisting that such a 
bank, if prudently managed, would surely show a profit. The 
state could borrow the school funds with little risk, but should 
pledge their repayment with 6 per cent interest. As the new 
bank would likely make from 7 to 10 per cent, this should be 
easy. Numerous reasons were advanced why the bank 
should be profitable. There were no adequate facilities ex- 
isting within the state or near it. A bank would serve all 
of Missouri and most of Illinois. It would have no com- 
petition. Moreover, there was not enough massed capital 
to make a dangerous run possible. The notes would be re- 
turned in small amounts by individuals and, owing to the 
scarcity of coin, would be used in trading and not often 
presented for redemption. The need for a government fiscal 
agency to care for the Indian business, should the Branch 
Bank close, was emphasized. Moreover, it was pointed 
out that the fur business and the Santa Fé trade would in- 
sure the bank a profitable business in exchange. The initial 
capital suggested was $500,000, it being thought that not 
more could be profitably used at once because the Branch 
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Bank might be expected to remain open until the expiration 
of the charter. The capital could be increased as the de- 
mand arose. In order to bring in outside funds and to in- 
sure credit away from home, it was suggested that some of 
the stock be sold outside the state. It was argued that a 
specie-paying bank was particularly desirable at this time; 
for, with the disappearance of the United States Bank, ir- 
redeemable notes would flood the state. ‘Probably a state 
bank could not prevent this entirely, but at least it could set 
standards. The management problem was not expected to 
be difficult because it was pointed out that the Branch Bank 
had been run successfully for four years by Missourians, 
and in addition there were many people in the state 
familiar with the principles of sound banking. The com- 
mittee evidently was trying to recommend a safe plan. To 
guard against insolvency and to keep the notes on a specie 
basis, it was suggested that one-half the capital be paid in 
gold and silver before opening and the rest within one year 
in the same manner. Circulation was to be restricted to 
the arnount of the paid-up capital for the first two years, after 
which time it might exceed that amount by 50 per cent. It 
was thought, however, that the legislature might safely be 
given the right to suspend this rule in case of emergency. 
Protection for the state’s interests could be secured by at 
least five state directors to be appointed by the legislature, 
and by state examinations with power to recommend judicial 
proceedings of liquidation in case of violation of the charter. 
Eight private directors were recommended in order to at- 
tract investment. The committee strongly recommended 
that an act embodying these provisions be drawn up and 
passed at once; for, if left undone for two years, capitalists 
would have found other use for their money, and the ad- 
vantage of getting started before the confusion, inevitably 
to follow the closing of the United States Bank, would be 
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lost. Moreover, in such a time of confusion, well con- 
sidered legislation would be all but impossible.’ 

The opposition, however, was too strong. The report, 
by a vote of 28 to 20, was referred to the next General 
Assembly, and an appropriation to print copies for general 
distribution was refused.” 

Meanwhile Daniel Dunklin, a strong supporter of the 
Jackson policies, had been elected governor by a majority 
of 1100. Inauguration took place before the adjournment 
of the Jegislature.* In his address he urged an unceasing 
war cn the United States Bank.* During the campaign he 
had fought the state-bank idea, so it seemed likely that he 
would not support any banking legislation.” At any rate 
the matter was dropped and the legislature adjourned with- 
out having done more than discuss the problem. 

For a short time after the adjournment there was little 
agitation of the bank question, but Jackson’s removal of 
the deposits from the United States Bank started the dis- 
cussion all over again. By November, 1833 a peristent 
demand had arisen for a special session to reconsider the 
bank bill. The Intelligencer ventured the prediction that, 
unless a new United States Bank were chartered, the states 
would all try banking experiments and all go bankrupt.°® 
On the 16th of November it quoted two other papers (The 
Republican and Courier) as demanding a special session, 
but insisted that public opinion was anti-bank and that the 


1“ Report of Select Committee to consider Proper Means of Investing 
State Funds by Chartering a Bank or Otherwise,” House Jour., 1832-33, 
7th General Assembly Mo., pp. 258-261. 


3Mo. Intelligencer, Feb. 16, 1833. 

3.Rader, Perry S., History of Missourt (Columbia, Mo., 1898), p. 217. 
‘Senate Journal, 7th General Assembly Mo., p. 30. 

5 Mo. Intelligencer, Dec. 7, 1833. 

*Tbid., Nov. 9, 1833. 
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regular session a year hence should be awaited.” However, 
doubt began to creep into the mind of the editor and he 
stated, “If the people want a state bank, let their will be 
done, but we doubt it”. The Missourt Republican refused 
to consider the issue dead, and reported that a peti- 
tion for a state bank was being circulated among the mer- 
chants and was being largely signed.* It was not long be- 
fore all the papers were much concerned. The Salt River 
Journal demanded a special session. The Palmyra Courier 
thought a state bank with five branches judiciously located 
would give facilities to all customers at fair rates and argued 
that the prevailing high interest rates were evidence enough 
of the need for a bank.* The Mtssourt Republican was 
not certain of the wisdom of a special session, for it be- 
lieved nothing would come out of it. 


We ought to find out how the legislature stands before we 
say too much. They have previously been uniformly and 
pertinaciously opposed to all banks. At last session, so far 
as we can ascertain, about one-half of the members of the 
House were opposed to banks “in toto”. There was another 
and less honest portion who saw the advantages of the bank 
and would support it if they could make it a_ political 
machine. The rest were real friends and wanted to fill the 
gap left by the loss of the Saint Louis Branch of the United 
States Bank. This last group introduced a bank bill and aimed 
to vote against it if it got into politics. Is it reasonable to 
suppose that any bill could be passed under such circum- 
stances? Has the Senate been more friendly and is there 
any indication of a change in either house? The only hope 
is to elect a different sort of a legislature.® 


1 Mo. Intelligencer, Nov. 16, 1833. 

*[bid., Nov. 30, 1833. 
$ibid.. Nov. 22, 1833, copied from Mo. Republican. 
“Tbid., Dec. 7, 1833. 

5 Ibid., Dec. 14, 1833, copied from Mo. Republican. 
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The Palmyra Courier kept on discussing the subject in every 
issue. It supported Saint Louis, arguing that the rural dis- 
tricts had had no such chance as Saint Louis to speak with 
authority on the utility of banks; that paper banks had 
caused all the trouble; that they were no argument against 
honest institutions; and that, since Society required a paper 
circulation, the State should be required to manage the 
banks and keep them sound." 

There seemed to be much sanity in the contention of The 
Republican that a special session would be ineffective. 
There was no doubt of the hostility of the governor, nor 
that he had had the support of the majority of the lower 
house. The Senate had not come to a vote on the question, 
but it had shown no pro-bank sentiment. Worse yet, the 
friends of the bank in both houses were uncertain just what 
kind of an institution they wished to have. The excesses of 
the Illinois banks had done much to encourage anti-banlw 
feeling. 

The discussion finally became so heated that Governor 
Dunklin wrote an open letter to the Jeffersonian Republican 
(Jefferson City) explaining his refusal to convene the As- 
sembly in special session. He said in part: 


The state bank question was up last session and a majority 
of the representatives acting under the full conviction that 
the charter of the United States Bank would not be renewed, 
refused to charter a state bank. Since that time nothing 
has happened but the removal of the deposits, which gives 
foundation for a special appeal to the Assembly. I do not 
see what that has to do with it. It may force the federal 
government to provide places of deposit in some of the states, 
but that is their business, and we as a state have nothing to 
do with it. The framers of the federal constitution never 
designed that the fiscal operations of the government should 


1 Mo. Intelligencer, Dec. 14, 1833 copied from Palmyra Courier. 
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be dependent on state legislation. To call a special session is 
to indirectly censure the government for the removal of the 
deposits. Except for that act there would have been no 
demand for a special session. I am unwilling to believe that 
the people of the state, after receiving the President’s veto 
upon the bank bill with acclamation, are disposed to censure 
the act. There is no evidence to induce the belief that 2 
majority of the people of the state wish an extra session. A 
full persuasion rests on my mind that a very respectable pro- 
portion of them are opposed to all banks; and their objections 
based on former Missouri experience seem well founded. 
Our first trial was the Bank of Saint Louis, 1816, and the 
last the Loan Office, created by the extra session of 1820; 
and during these years we discover no improvement in this 
system of legalized swindling. Another fact discreditable to 
banking is the inducement it holds out to mankind to commit 
crimes of forgery and counterfeiting money which is more 
aggravating by falling on those least able to bear it. . The 
laboring class from inexperience are usually the sufferers. 
We must not lose sight of the heavy losses which commodities 
sustain from failures of banks. . . . I do not wish to be un- 
derstood as saying that safe banking is not possible. A bank 
is useful in a wealthy state where many people have no active 
use for their money, but Missouri is not in such a condition. 
Our people have but little capital, and that is rather equally 
distributed. Those who have money can invest it more pro- 
fitably than in State Bank stock. Small loans can be made 
privately on good security at 10 per cent. Why then invest in 
bank stock which will pay 5 or 6 per cent? It is better for 
people to pay high interest rates than to take the risk of run- 
ning a bank, etc. 

He argued that a note issue would do nothing toward mak- 
ing money plentiful for cash must be kept on hand for de- 
demption (he seems to think 100 per cent). Aside from this he 
expressed doubt that the legislature would pass a bank bill if 
called together, for all the present arguments were presented 
then and yet only twenty voted for the bank. More than 
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that, these twenty were divided hopelessly regarding the sort 
of a bank they wanted. Some thought the state should elect 
a majority of the directors, others thought it should be a 
people’s bank. Some wanted to make the shareholders 
jointly and severally liable for the debts of the bank, others 
wanted a corporate limitation. The argument that a bank 
was necessary to provide a suitable investment for the 
Seminary fund was becoming of less importance, for 3 per cent 
of it had been distributed to the counties and a part of it had 
been applied to the payment of the state debt. The sum 
available would be at least $80,000 less than when the legisla- 
ture adjourned. More than that the cost of a special session 
would be too great.’ 


Commenting on this letter, The Intelligencer said it con- 
tained ample reason to convince any unprejudiced mind of 
the impolicy of convening the legislature at this time for the 
purpose of establishing a state bank. It, however, took 
violent exception to his statement about the veto: “If the 
governor means by the people receiving the veto with accla- 
mation a few noisy office-seeking politicians we do not con- 
trovert him; but if he means a majority of the yeomanry 
of the state, we demand proof. Our congressional elec- 
tions are the only criterion and they show the opposite.’ 

The state press was somewhat divided on the bank ques- 
tion. St. Louis papers showed the greatest interest and 
usually favored a state bank. The Intelligencer was the 
most active of the rural opposition sheets. It is difficult to 
say just how the sentiment was divided. The Intelligencer 
made the claim that much of the agitation was in the minds 
of the editors and that, outside of Saint Louis, a large 
percentage of the people had not taken sides.* The Jeffer- 

1 Mo. Intelligencer, Jan. 14, 1834. Copied from Jeffersonian Republican. 


The last part is adapted, the letter being too long for reproduction 
in full here. 


3 Ibid., Feb. 18, 1834. 
3 Ibid. Dec. 4, 1833. ' 
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sonian Republican was quite active, but its capitol-city 
location may go far to explain that. On May 9, 1835 it 
printed what was probably an inspired article, stating that 
nothing could induce Governor Dunklin to call a special 
session except a vote at the polls next election with the 
question put as to the sort of a bank wanted. The Gov- 
ernor came in for a great deal of personal recrimination. 
He was accused of being a tool of the United States Bank 
and of “ uniting with it in an effort to crush the West by 
refusing the aid of a state bank for their relief. The 
Intelligencer refused to make such a charge but expected to 
see only ruin come out of the existing financial arrange- 
ments.” 

At least enongh newspaper comment has been given to 
show that the bank question was being largely discussed 
and would surely be an issue in the coming legislature. 

When the Eighth General Assembly met, interest in the 
state-bank question was intense. Governor Dunklin 
made known his attitude in his opening message. The sec- 
tion dealing with the bank is essentially as follows: 


Of course many of you are here feeling that your consti- 
tuents demand a state bank. I am opposed to the whole 
system of paper money as inexpedient. If the stockholders 
are not made individually responsible for redemption, there 
is grave danger. Organizing a company to issue paper 
money brings up grave constitutional questions regarding the 
power of the state to emit bills of credit. I think it at least 
should include bank notes. Chartering a bank will not help, 
for a state cannot do indirectly what it is prohibited from 
doing directly. The Bank of the United States is being much 
discussed now. In September, 1833 the public deposits were 
removed and put in state banks. Some thought this made it 


1 Mo. Courier, Jan. 24, 1834. 
3 Mo, Intelligencer, Feb. 1, 1834. 


Google 


389 | THE DEMAND FOR A STATE BANK 117 


necessary to have a bank in the state and petitioned the As- 
sembly. It would help the government and relieve business 
pressure. But banks issuing paper money are not the safest 
depositories for gold and silver. The government must take 
care of its own money. It is not the duty of any state to 
establish a bank for the convenience of the general govern- 
ment if contrary to its own interests.* 


The governor’s message made it clear that he would 
actively oppose the passage of any legislation looking to- 
ward the establishment of a bank of issue. After some 
days of fruitless discussion, the Senate voted to ask him for 
advice on the proper investment of the school funds. He 
replied that a bank made free from imposition on the people 
would in his opinion be satisfactory. He proposed that a 
bank be chartered with all privileges, except note issue, 
arguing that the business of exchange and government de- 
posits would insure a profit of more than 5%. He also 
implied that he would not oppose a bank of issue 1f share- 
holders were made individually liable for the circulation.” 

The suggestions of the governor met with scant favor. 
The friends of the bank were not at all agreed as to the 
details of the proposed charter, but all wished it to have the 
issue function and felt that the imposition of individual 
liability would prevent the sale of private stock. As it 
seemed quite certain that the governor would veto any bill 
contrary to his suggestions, the prospects for a state bank 
were not bright. The shortage of currency, however, was 
becoming alarming and many people were talking of emi- 
grating. The Intelligencer constantly commented on the 
dearth of specie, and the untrustworthiness of such cur- 
rency as did exist.* This condition of affairs spurred the 

1 Message of Gov. Dunklin, Journal Senate Mo., 8th General Assembly, 
1834-55, pp. 17-22; also reported in Mo. Intelligencer, Nov. 22, 1834. 

*Mo. Intelligencer, Jan. 31, 1835. 

*See particularly Jan. 31, Feb. 21, and May 2, 1835. 
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friends of the bank idea to attempt to override the opposi- 
tion of the governor. 

Early in January, 1835 Mr. O’Neil of Saint Louis in- 
troduced a bill providing for a bank of issue with a capital 
of $1,000,000 in 10,000 shares of $100 each. The state 
was to take one-half the stock and the rest was to be sold 
within the state if possible. In case of failure to sell $500,000 
stock in the state, subscription books were to be opened in 
New York. The circulation was to be limited to the 
amount of the capital stock, and made redeemable in gold 
or silver. The shareholders were to assume individual 
liability for circulation proportional to the amount of stock 
held. In case of suspension state deposits might be re- 
moved.” This bill was evidently an attempt on the part of 
Saint Louis business interests to meet the governor half 
way. 

This bill, however, did not secure the support of the 
friends of the governor and, after a conference, another bill 
was introduced. It provided for a bank of discount, de- 
posit and exchange, but without the issue function. 

The capital was to be $1,000,000, entirely owned by the 
state. In addition to the $150,000 in the various school 
funds, the governor was empowered to borrow $850,000 by 
means of a bond issue, running not to exceed thirty years, 
at not to exceed 5% interest. This would provide a capital 
of $1,000,000. The profits from the $850,000 bond-issue 
stock were to be credited to the common school fund and 
those from the $150,000 to higher education.? 

The bill was referred to the committee of the whole, and 
on February 9, 1835 it reported in favor of the general idea 
of a state-owned bank for the sole purpose of maintaining a 
sound currency. The plan of putting all profits into the 


1Mo. Intelligencer, Jan. 24, 1835. 
* Senate Jour., 8th General Assembly Mo., 1834-35, p. 235. 
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school fund was also indorsed. It was estimated that a net 
addition of $50,000 should thus be made annually to the 
fund. Saint Louis was suggested as the proper location in 
order to assist in caring for federal business. No agree- 
ment, however, could be reached on the details of the plan 
of organization; South Carolina, Georgia, and Mississippi 
were cited as examples of what might be done.* 

Not considering this a satisfactory outcome the bill was 
referred to a select committee of five members. An amend- 
ment was offered and passed by a vote of 15 to 9 to divert 
the profits from the school fund to the state treasury and to 
use them for general state expenses, thus reducing taxation. 
On March 11, 1835 the committee was ordered to make a 
report and, upon refusal, the bill was postponed indefinitely 
by a vote of 14to 5.2, On March 21, 1835 a bill was passed 
providing for a bank without issue rights to be exclusively 
owned an controlled by the state. 

The governor had been able to force his ideas on 
the Senate, but he was to lose in the House.* Mean- 
while the House had began consideration of a bank 
bill. On December 31, 1834 a resolution was passed 
affirming the constitutional right of the General As- 
sembly to establish a state bank and declaring that it was 
deemed expedient to establish one at this time* The 
House plan provided for a bank with a capital of $800,000 
in $100 shares. One-half was to be sold to private in- 


1Mo. Intelligencer, Feb. 21, 1835. 

* Senate Journal, 8th General Assembly, Mo., p. 295. 

® Mo. Intelligencer, March 21, 1835. 

* Constitution of Mo., 1820, art viii, “ The General Assembly may in- 
corporate one banking company and no more to be in operation at the 
same time. The bank to be incorporated may have any number of 
branches not to exceed five, no more than one to be established at any 
one session of the Assembly. The capital stock must not exceed $5,- 
000,000, one-half to be reserved to the state.” 
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dividuals to be paid for in installments in the current money 
of the United States... The other half was to be reserved 
for the state to be paid for at its option either like the pri- 
vate stock or by an issue of bonds bearing 6 per cent interest 
payable semi-annually. The state might sell its stock at any 
time, provided not more than $100,000 were sold in any 
one year. Management was to be in the hands of twelve 
directors representing both state and private stock in pro- 
portion to the shares owned by each. All must be citizens 
of Missouri and of the United States; and, in case of re- 
moval from the state, sale of stock, or bankruptcy, their 
offices were to be declared vacant. The term was two 
years. The legislature was to elect the president from 
the membership of the board. Numerous provisions were 
provided to increase the safety of the institution. No loans 
were to be made on the security of the stock and directors 
were to receive no discount privileges not enjoyed by any 
other customer of equal financial rating. Notes of de- 
nominations less than five dollars were prohibited. Divi- 
dends were to be paid only from profits and were not to ex- 
ceed six per cent until the surplus should equal 2 per cent of 
the capital. An annual statement was to be published and, 
in addition, full reports were to be made to each house of 
the legislature each session. It was also provided that an 
examination committee of the legislature might have access 
to the books at any time. In case of suspension of specie 
payments the entire assets were to be placed in the hands of 
trustees for the benefit of creditors. The notes of the bank 
were not given exclusive monopoly rights; but only notes of 
the United States Bank or of state banks in denominations 
of $20.00 or above were to be allowed to circulate in the 
state. The state agreed to receive its notes for all debts 


'1This would have allowed payments in state bank notes. 
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due to itself and to deposit its funds in the bank. In pay- 
ment for this the bank was to furnish free transfer of public 
funds and to act as fiscal agent for the state. An assess- 
ment of twenty-five cents a share was to be made in lieu 
of all taxation. It was to be allowed to open as soon as 
$200,000 private stock had been sold and fully paid. The 
charter was to expire January 1, 1855, but two years were 
to be allowed for liquidation. There were no definite re- 
serve requirements or limitation of the amount of issue. 
Little was said about the type of loans to be allowed. The 
bank was to be an asset currency institution but without 
any carefully worked out scheme of regulation of the assets. 
It is probably unfair, however, to apply stringent criticism 
to this and other plans of the Eighth Legislature, for they 
were usually merely preliminary drafts and did not reach 
the stage of final passage. 

This bill met no better fate than those of the Senate. 
It was referred to a committee on December 10, 1834. 
On January 12th the committee reported that nothing 
had been done. On the 16th it reported that work was 
being done but was not yet completed, and asked for more 
time. The extension was granted, and on January 21, 1835 
it reported that, in the judgment of the commitee, it was 
inexpedient to establish a bank of discount, deposit, and 
circulation at the present session. The report was accepted 
by a vote of 36 to 25..* 

At this juncture private parties in Lexington and May- 
ville petitioned for charters for independent banks, but were 
refused.” 

The Burch Bill, embodying the ideas of the governor, 
having passed the Senate, was now introduced into the 

* House Journal, Eighth General Assembly, Mo., 1834-35, pp. 96-97-98 
for full report of the attempted legislation. 

*Mo. Intelligencer, Jan. 24, 1835. 
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House. It was rejected without ceremony on the first read- 
ing.” 

On April 11, 1835 the legislature adjourned, no bank 
legislation having passed either house. There is little doubt 
that the active opposition of Govenor Dunklin was respon- 
sible for the failure. In the light of subsequent develop- 
ments, however, it will be important to recall that Missouri 
had seriously attacked the banking and currency problem 
as early as 1835. 

Saint Louis business men at once began to plan along 
other lines. An attempt was made to get the State Bank 
of Illinois to open an office on the river opposite the city. 
As an inducement the merchants offered to purchase a large 
block of stock.2 The proposition at first was considered 
favorably, but later was declined under legal advice.* A’ 
good deal of interest was aroused by the rumor that a cef- 
tain Eastern capitalist expected to send $1,500,000 to Saint 
Louis to be loaned in the state at 8%. However, nothing 
came of it and the people turned again to the idea of a state 
bank. A demand for a special session arose on the ground 
that opinion was changing. The Cooper County represen- 
tatives were quoted in the Boonville Herald as saying that 
they voted against the bank believing the people wanted 
them to do so, but that they would gladly reverse their votes 
if given the opportunity. It is impossible to tell how far 
sentiment had really changed at this time, but all the forces 
of business depression, currency shortage, and political un- 
certainty were combining to make Missouri citizens wish 
to find some stable basis for business. The Intelligencer 
declared it was labor lost to try to collect debts.® 


1 Mo. Intelligencer, Feb. 21, 1835. 

*Ibid., April 11, 1835. 

8 Ibid., Nov. 7, 1835. 

‘Copied from Boonville Herald in Mo. Intelligencer, May 9, 1835- 
*7bid., May 9, 1835. 
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The coming of the Cincinnati Commercial Agency to Saint 
Louis somewhat stilled the demand for a special session. It 
promised that at least some facilities would exist for the 
transaction of business. It was evident, however, that the 
next legislature would have to meet very strong pressure 
from the advocates of the state bank. 
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CHAPTER VI 
THE PASSAGE OF THE BANK BILu 


SAINT Louis business interests were becoming more and 
more insistent in their demands for banking legislation. 
The Cincinnati Agency was taking care of immediate needs, 
but it was regarded as a foreign organization to be tolerated 
only until better arrangements could be made. Benton's 
“hard money” ideas gained wide acceptance, and the City 
Directory of 1834 announced with joy that gold and silver 
generally were used for local payments. However, the city 
grew steadily from 1834 to 1837 and the “hard money” 
became more and more inadequate. The efficiency of the 
Branch Bank had made many converts to banking and, in 
spite of the opposition of Benton, the Chamber of Commerce 
had petitioned Congress to establish another national bank.” 
Illinois institutions had been asked to open Saint Louis off- 
ces. Persistent lobbying had been carried on in both the 
Seventh and Eighth Legislatures. Illinois notes were ap- 
pearing in the city and were being accorded a welcome. 
The Branch Bank had received them on deposit, and the 
policy was continued by the Agency. They were also re- 
ceived at the land offices? By 1836 the Illinois notes had 
become so numerous as largely to displace the specie circu- 
lation and to cause much concern as to the stability of busi- 
ness. It was evident to all observers that the failure of 


Mo. Argus, Aug. 5, 1836. 
*See Mo. Intelligencer, Aug. 1 and Oct. 21, 1835. 
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the Eighth Legislature to pass a banking law had only 
served to intensify the demand, and that a strong fight for 
a bank would be made again at the next session. 

Lilburn W. Boggs, in announcing his candidacy for gov- 
ernor, came out strongly for a state bank. His political 
card in The Argus said: * 


I am aware that objections numerous and weighty have 
been urged, but nothing better has been presented to my mind. 
Banking is unrepublican, but so interwoven with our business 
that it can’t be interrupted without great inconvenience. It 
is an impetus to trade. Missouri is the only state without a 
bank, so we are at the mercy of the money of other states. 
We get all the evils of a state bank and none of the benefits. 


The Argus supported the bank campaign, but The Repub- 
lican was hostile. In a short time a lively newspaper fight 
had developed. The Argus professed to be opposed to all 
banks in principle but thought the peculiar business needs 
of Saint Louis demanded increased facilities and that a well 
planned state bank would be the surest way to avoid business 
derangement.” It attacked The Republican for allowing 
anti-bank propaganda to appear in its columns and appealed 
to the business men of the city to withdraw advertising 
from it. The fight between the two papers did not end 
with the organization of the bank. The Argus accused The 
Republican of attempting to hinder the sale of the state 
bonds and questioned its loyalty as a Saint Louis citizen.’ 
Mention is made of this newspaper contest in order to 
suggest the difficulty of arriving at a clear conception of 
statewide public opinion. The country papers of the per- 
iod, for the most part, have not been preserved. However, 


1 Announcement in The Argus, May 20, 1836. 
7June 17, 1836. 
* Aug. 25, 1837. 
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in the course of the campaign, the Saint Louis papers found 
occasion to quote quite liberally from them. The Argus 
maintained that every Democratic paper in the state, with 
the exception of the Jeffersonian Republican (Jefferson 
City), agreed that a state bank was the only solution, and 
that the new legislature could be depended upon to meet the 
issue.. By December the bank question was the chief topic 
of street talk in the city and the pro-bank party seemed to be 
largely in the majority. Wetmore’s Gazetteer (written in 
1836, but not published until the next year) was jubilant 
over the impending prosperity due to the state bank which 
would surely be organized by the coming legislature.* The 
conservative element, representing the friends of Governor 
Dunklin, had suggested that stockholders must be made in- 
dividually liable for the circulation. The Argus had re- 
plied that such a procedure would ruin the bank, for no man 
of intelligence would have anything to do with it.* In this 
statement it unquestionably reflected the prevailing public 
sentiment. 

Election day had demonstrated that Saint Louis at least 
knew what it wanted. All the new members elected from 
the city, eight in all, had pledged themselves to support a 
state bank.* A pro-bank governor had been elected. The 
bank had been the chief election issue. The Argus had 
said editorially that only the presence of the Cincinnati 
Commercial Agency had kept the grass out of the streets of 
the city. More banking power was needed if Saint Louis 
was to enjoy a healthy growth. 


1Sept. 16, 1836. 

* Wetmore, Gazetteer of Mo., 1837, p. 20. 
® The Argus, July 1, 1836. 

*Tbid., July 22, 1836. 

*Ibid., Aug. 26, 1836. 
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As the returns came in it became evident that the bank 
plan also had friends in the country districts. A safe maj- 
ority in both houses was assured if only agreement could 
be reached regarding the kind of a bank wanted. The 
Jeffersonian Republican was still hostile, but even it ad- 
mitted that some sort of a state bank would likely be 
organized at this session. It accordingly turned its atten- 
tion to a campaign for the exclusive ownership of the stock 
by the state." This was the rock upon which the legislation 
of the previous Assembly had been wrecked, and it thus pre- 
sented a possible line of attack. 

So far as Saint Louis was concerned the suggestion of 
The Jeffersonian Republican caused little comment. She 
was ready to accept any sort of a state institution and risk 
the chance of improvement over present conditions. How- 
ever, when the question was raised of expelling the Agency 
even though no state bank were organized, there was much 
alarm. St. Louis did not relish the idea of being left 
once more without banking connections. However, before 
the excitement had gone far, assurance was given that some 
kind of a state bank bill would be passed. 

Before attempting to trace the legislation of 1836 and 
1837 attention should be called to certain developments 
favorable to the state bank idea. 

The case of Craig v. Missouri had regarded the Loan 
Office certificates as bills of credit and so had cast doubt on 
the constitutional right of a state to establish a bank of 
issue.* Kentucky, however, in Brisco v. The Common- 
wealth of Kentucky (1837), had maintained that bills when 
issued by a chartered bank are not bills of credit even though 
the state owns all the stock. The U. S. Supreme Court 
had upheld the decision, Justice Story, however, dissent- 

1The Argus, Dec. 23, 1836. Letter from its Jefferson City 
Correspondent. 

*4 Peters U. S. qro. 
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ing.» This decision swept away the argument of uncon- 
stitutionality and thus made legislation much easier. 

Another factor of importance was the increasing business 
of the Saint Louis land office. The receipts for 1836 
amounted to $1,971,985.29. The Palmyra land office was 
also active, having sold as much as $230,000 of land in 
three months.* All of this business could undoubtedly be 
obtained if a respectable specie-paying bank were established. 
It was a prize worth trying for. 

One other motive remains to be considered: namely, the 
federal distribution of the surplus revenue. The operation 
of the high tariff and the withdrawal of credit on public land 
sales had greatly increased the income of the federal gov- 
ernment. Between 1824 and 1833 the annual income from 
the public lands averaged over $2,300,000. As the Bank 
of the United States was no longer the federal depository, 
local banks were being created in great numbers to secure a 
share of the coveted funds. Between 1820 and 1836 the 
banking capital of the United States had increased from 
$102,000,000 to $281,000,000.4 The national debt was 
being reduced, thus leaving foreign capital without invest- 
ment. It naturally turned to the state banks and gave 
momentum to the process. The banks loaned to those who 
wanted to buy public lands, using the federal deposits as a 
basis for their operations. Land sales amounted to $24,- 
800,000 in the year 1836. In that year the federal surplus 
was $41,468,859.97." This great fund was being used by 


111 Peters U. S. 257 discussed in Conant, C. A. (N. Y., 1896), noe 
Modern Banks of Issue, p. 377. 


* Financial Register (Philadelphia), Nov. 8, 1837, p. 146. 
® Mo. Intelligencer, Oct. 24, 1835. 
‘51 Niles 162. 


5 Bourne, E. G., History of the Surplus Revenue of 1837, (N. Y., 
1885), p. 16. 
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Jackson for loans to his friends. He had founded a great 
political machine. To stop his activities the opposition 
party demanded distribution of the money among the states. 
Jackson threatened to veto the bill and was only persuaded 
not to do so by making the distribution in the form of a 
loan, a sort of temporary deposit with the states." The 
amount actually transferred to the various state govern- 
ments was $37,468,859.97.” Each state had to make a de- 
cision on the proper use of its share. In many cases special 
sessions of the legislatures were called for this purpose. 
Alabama, Arkansas, Delaware, Georgia, Illinois, Indiana, 
Kentucky, Tennessee, and Missouri used at least a part of 
their shares in banking projects. It is commonly stated 
that the state banks were organized to afford a means of 
using the Surplus Revenue. It may, however, be said with 
confidence that such was not true of Missouri. Her state 
banking project had been under discusssion for years and 
would have been passed irrespective of the federal fund. In 
fact the newspapers of the state had little to say about the 
distribution, and it played a part of little importance in 
the Assembly debates prior to the enactment of the bank 
bill. However, once the bank was organized, the question 
of investing the state’s share was taken up. 

When the Ninth General Assembly met it was with a 
determination to put through some sort of banking legisla- 
tion. ‘There was much diversity of opinion regarding the 
form this should take, but at least this much was favorable 
—the governor had given definite assurance that he would 
not oppose a state bank. His opening message, November 
23, 1836 was largely taken up with a discussion of state 
finances. He could not bring himself to sanction fully a 
theory of moneyed monopoly, yet under present conditions 


1 Bourne, op. cit., p. 17 for the interpretation given. 
*Tbid., p. 20. 
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he saw no other way. Accordingly he recommended a 
specie-paying bank, whose profits should be used for state 
expenses in order to defray taxation. He wrote in part 
as follows: 


_ The subject of the bank is of engrossing importance. Mon- 

eyed monopolies are anti-republican in spirit, yet they are so 
interwoven with the business and interests of the people as to 
render their immediate abandonment productive of great in- 
convenience. No one can be more deeply impressed than my- 
self with the necessity of enlarging the basis of our specie 
currency. Much more can be effected to promote this desir- 
able end by action of the general government than by any 
policy which the states may see fit to adopt. But to insure 
the entire success of the plan, it is necessary for the states to 
cooperate. Might we not be better enabled to guard our cur- 
rency against depreciation by the establishment of a sound, 
well restricted, specie-paying bank? The bank must possess 
the confidence of the people; that there is a great prejudice 
" among many well informed citizens against any and every 
means of paper money is also true. I would therefore re- 
commend the establishment of a state bank, the net profit to 
be used for state expenses in order to relieve taxation. The 
state should issue script to pay her part, redeemable at her 
option in twenty to fifty years at 5 per cent interest or less to be 
taken by the bank or sold for the benefit of the state as the bank 
wishes. No small bills should be issued, for it is wise to 
let the day-laborer get hard money, thus insuring a just re- 
ward for his labor. In order to assist redemption, the circula- 
tion should be limited to twice the paid-up capital or three 
times the cash on hand. In case of need the bank should 
lend funds to the state at 5 per cent interest. The state consti- 
tution provides for only one bank, and only one branch to be 
established at any one session of the legislature; but this 
will not prevent the opening of necessary agencies.* 


Senate Journal, Ninth General Assembly of Missouri, “ Message of 
Governor L. W. Boggs,” p. 19 et seg. Requirements of space have made 
some condensation seem desirable, but so far as possible the language of 
the governor has been preserved. 
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This message indicated that the governor felt the time 
for action had arrived, but it also made it clear that he 
could not be expected to approve a bank unless it was or- 
ganized on sound and conservative lines. He did not re- 
commend that gold and silver alone be accepted in payment 
for stock, because he saw clearly that the state was in no 
position to fiance such a plan. He was, however, in favor 
of securing redemption of the circulation by any other 
reasonable method. Also it should be noted that he made 
no reference to the use of the Surplus Revenue Fund. 

The Senate took no immediate action, but a House Bill 
to charter the Union Bank of Missouri was introduced 
early in the session and referred to a select committee. 
This committee proved to be a storm center. It seemed im- 
possible to come to any agreement, even though a daily call 
was made for a report. On December 7th a resolution was 
passed that the Bank Bill should be the standing order of 
business in the afternoons until disposed of. Finally on 
January 7, 1837 the committee reported that it could reach 
no agreement, and asked to be relieved. This was done 
and the matter was placed in the hands of a new select 
committee of five members.” At this juncture William Mc- 
Causland, representative from Howard County, created 
much excitement by offering his resignation. He said he 
had been instructed by his constituents to vote for the bank, 
but he could not do so on account of doubts as to its consti- 
tutionality. This action seemed to arouse all the enemies 
of the Bank Bill and numerous amendments began to be 
offered. One proposed to limit the salary of the president 
to $1,000 a year for the first four years.? This, of course, 
would have greatly impaired the efficiency of the bank 
by making it difficult to secure strong leadership through 
the critical organization period. Fortunately it was re- 


1 House Journal, 9th General Assembly Mo., 1836-37, p. 162 et seq. 
2 Thid., p. 304. 
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jected. Another amendment required three-fourths of the 
capital of the bank to be invested in Missouri real-estate 
mortgages." This was evidently a blow at Saint: Louis. 
She wanted the bank left free to make commercial loans 
without restriction. Moreover, Missouri real estate was 
not the soundest type of security for the circulation. For- 
tunately this amendment also failed. The governor had 
asked that the note issue be limited to three times the specie 
reserve, but his suggestion had not been embodied in the 
proposed charter. Accordingly he saw to it that an amend- 
ment was introduced limiting the circulation to three times 
the gold and silver in the vault; but, like the others, it failed 
of passage.” A double liability bill completed the list of 
defeated amendments.’ The original bill, without amend- 
ment, finally passed the House by a vote of 46 to 25 on 
January 18, 1837, and was immediately sent to the Senate.* 
A bill was then introduced providing that the main office 
be located in Jefferson City instead of in Saint Louis. This 
was rejected 51 to 17, and the feeling became so intense 
that the capital city was not even given a branch office.‘ 
The Senate, after considering the House Bill, substituted 
for it an “ Act to Charter the State Bank of Missouri ’’. 
A rider was then added providing that at the time of open- 
ing, the main office must furnish the Fayette Branch with 
$500,000 capital provided the whole $3,000,000 of author- 
ized capital were subscribed, otherwise with a proportionate 
amount. Ten per cent of the total paid-up capital was to 
be paid over to each new branch when established, but after 
sixty days any unused portion might be recalled. An 


1 House Journal, 9th General Assembly Mo., 1836-37, p. 304. 
"Tbid., p. 312. 

"Jbid., p. 314. 

‘Mo. Argus, Jan. 27, 1837. 

® Senate Journal, oth General Assembly Mo., p. 281. 
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amendment, limiting the amount of bills of exchange that 
could be held to one-half the capital, failed to pass.” The 
original bill and rider were rushed through the next day 
(January 30, 1837) by a vote of 15 to 7. The House ac- 
cepted the action of the Senate, apparently without much 
discussion.” In the meantime a House Bill to exclude all 
foreign agencies from the state had reached the Senate 
and was passed the following day. The new bank was to 
have monopoly privileges. The Cincinnati Agency had 
received its warning to leave the state. The governor 
signed both bills February 2, 1837. 

Four days later (February 6, 1837) a bill was approved 
setting aside all moneys that might be received under the 
federal distribution act of June 23, 1836 for investment by 
the governor in the stock of the bank, all interest and pro- 
fits to go to the School Fund, interest to be added to prin- 
cipal until such fund should reach $500,000. In the event of 
a recall of the money by the federal authorities, the bank 
stock represented by it was to be taken over by a state 
bond issue. The history of the bank may be anticipated by 
saying that a fairly adequate income was earned on this 
fund and that later it was invested in 6 per cent state bonds. 
Missouri was one of the few states that did not waste its 
share.* 

This ended the fight for a state bank. The struggle had 
been in progress since statehood and had occupied a large 
part of the time of the last three sessions of the legislature. 
For the next twenty years it was to be the great financial 
power of the West. 


1 Senate Journal, 9th General Assembly Mo., p. 281. 
2 Ibid., p. 426. 
*Bourne, op. cit., pp. 80-81. 
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CHAPTER VII 
THE CHARTER 


Tuus far the discussion has had to do chiefly with the 
formation of pro-bank opinion and the struggle in the legis- 
lature leading up to the actual establishment of the Bank of 
Missouri. It is the purpose of this chapter to explain the 
working plan of the bank as shown by its charter. 

The legislature had shown a disposition to give a maxi- 
mum amount of specific guidance. The failures of the 
earlier chartered banks had left a wholesome spirit of cau- 
tion. If such disasters could be avoided by a carefully 
worded and detailed statement of powers, duties, and limi- 
tations, the legislature was going to see that it was done. 
Accordingly the charter is a long and detailed instrument 
which shows great care in preparation. It comprises fifty- 
six articles covering thirteen closely printed pages. The 
obvious reason for so much detail was, of course, the lack 
of any general corporation law. The charter is given in 
full in the Laws of Missouri, 1837 (official state publica- 
tion, pp. 15-28.) There is almost no other reliable source. 
The Journals of the General Assembly give very fragmen- 
tary accounts and the newspapers were too much involved in 
the political campaign for careful editorial comment. 
There are no records in the office of the Secretary of State.” 

The charter is too long for quotation in full but its chief 
features are here given. | 

1 The original records of the incorporation of the State Bank together 
with other records of the Secretary of State were lost in the State 


House fire of Nov. 17, 1837. See Shepard, op. ctt., p. 144 
134 [406 
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The authorized capital was $5,000,000, divided into 50,- 
ooo shares of $100 each. One-half of this was reserved 
for the state, the rest to be sold to private individuals. 
There was no provision for building up a surplus. All ac- 
cumulated profits were to be paid out in dividends twice a 
year. 

On February 3, 1837 books were to be opened at various 
towns in the state for the subscription of $3,000,000 of the 
capital stock, and were to be kept open twenty days unless 
the desired total was sooner reached. Private stock was to 
be paid for in gold, silver, or certificates of deposit in gov- 
ernment-depository, specie-paying banks in certain desig- 
nated cities; but this latter type of payment was not to be 
considered final until such certificates had been honored in 
specie." Ten per cent was to be paid to the commissioners 
at the time of subscription and the rest in three equal install- 
ments a few months apart. In case any purchaser failed to 
keep up his payments, the president and directors were 
authorized to cancel his certificates and to retain as a forfeit 
such payments as had been made. Such shares could then 
be resold.* For all practical purposes this meant that pri- 
vate stock was to be paid for in specie. 

A different arrangement was made in respect to the tare 
of the state. The governor was authorized to subscribe for 
one-half of the $3,000,000 issue just described, and to pay 
for it by placing the Seminary, Saline, and Three Per Cent 
funds in the treasury of the bank before the opening and to 
issue bonds for the rest. As these funds amounted to only 
about $150,000 a large bond issue would of course be 
necessary.* The bonds were to be in denominations of not 


1 Charter State Bank of Missouri, section 2. 

2 Ibid. 

3Later the governor was authorized to invest the state’s share of 
the federal Surplus Revenue in the stock of the bank. 
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less than $1,000 due in twenty-five years at 514 or 6 per cent 
interest. They were not to be used in banking operations 
until sold, but the state did not become liable for interest 
until that time. An agent was to be appointed at once by 
the bank to sell the first $500,000 of the bonds.* This prac- 
tically meant that the state was to buy stock not to exceed 
$1,500,000 in amount, but was not to get title to the shares 
until payment was made in specie or the equivalent. Con- 
sidering the financial situation of the state this was about 
the best available plan. 

In case the private stock were not subscribed in twenty 
days, the books were to remain open one hundred days 
longer, unless the necessary amount were sooner sub- 
scribed. After the expiration of this period the bank was 
authorized to sell stock in New York City, but any premium 
accruing was to go to the state. Whenever a branch office 
was opened the state was to purchase $500,000 additional 
stock, paying for same by means of an additional bond 
issue, after which an equal amount might be sold to the 
public.* This plan took for granted that the full $3,000,000 
would be sold. Provision was made for the same propor- 
tional subscriptions in case a lesser amount of capital was 
used. Fayette was given the first branch and was to have 
ten per cent of whatever capital had been subscribed, pro- 
vided, however, that any unused part might be withdrawn 
after sixty days at the option of the main office.* Sub- 
agencies could be opened in each judicial district as rapidly 
as warranted by business conditions. Not less than nine or 
more than fifteen were to be opened at once.‘ These had 
no power to lend money but might collect and transmit in- 


1Charter State Bank of Mo., section 3. 
3 [bid., sec. I1. 
® [bid., sec. 33. 
* Ibid., sec. 34. 
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formation, examine titles, buy and sell bills of exchange, 
collect debts, and transfer money.* 

The management was placed in the hands of a president 
and twelve directors. In case one-half the stock were taken 
by the private shareholders they were allowed six directors, 
otherwise a proportionately small number. The term was 
one year. Election was to be held by ballot at Saint Louis 
after notice in four newspapers.? Proxy voting was al- 
lowed, provided no director acted as proxy. Each share 
carried one vote.» The president and the public directors 
were to be elected by joint session of the General Assembly 
for a term of two years, and the governor was empowered 
to fill vacancies occurring between sessions.‘ No officer 
of the state or of the United States could be an officer or 
director.of the bank." Neither could any officer or director 
hold a similar position in any other banking institution, nor 
could business partners serve together on the board.® Each 
director was required to be a citizen of both Missouri and 
of the United States and private members had to be bona- 
fide holders of stock, the amount not being specified.” 
Although there were to be twelve directors, the president 
and any five constituted a quorum for the transaction of 
business ; and, in case of illness or necessary absence of the 
president, any director could be named by those present to 
act in his place.° No salary attached to the office of dir- 
ector, but the president and all other employees were to 


1Mo. Republican, Feb. 21, 1837. 
*Charter State Bank of Mo., sec. 14. 
*Tbid., sec. 20. 

*Ibid., sec. I. 

*Ibid., sec. 17. 

*Ibid., sec. 21. 

‘Ibid. 

*Ibid., sec. 23. 
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receive a reasonable compensation, the amount to be fixed 
in each case by the board.* Within ten days after the elec- 
tion of the directors a meeting was to be held to organize 
the bank and to select employees including the cashier.* 
The cashier was to be placed under heavy bond and other 
employees could be bonded if the board so desired.* Each 
branch was to have a president and four state directors 
elected by the legislature, and a proportional number of 
private members. The branch cashier was to be elected by 
the branch board.‘ 

In addition to the right of election of private directors, 
the private shareholders could protect their interests by 
calling a special stockholders meeting on petition of ten 
shareholders representing 5,000 shares. A! majority of 
the board of directors could also call a special meeting. For 
all special meetings six weeks notice was required.° 

As soon as the state had complied with all formalities in 
paying for its stock and cash had been received for seventy 
per cent of the private shares, paper currency could be is- 
sued. ‘As a necessary preliminary, the governor was re- 
quired to have the bank examined, to certify that the re- 
quired cash was in the possession of the bank, and to publish 
the report in four newspapers in the state.° The currency 
was to bear the signature of both the president and cashier, 
and to be assignable by delivery or endorsement according! 
to the tenor of the individual note. Unless signed by both 
officers no liability attached to the bank.* In case specie 


1 Charter State Bank of Mo., sec. 22. 
*Ibid., sec. 15. 

3Ibid., sec. 25. 

“Ibid., secs. 33 and 41. 

§Tbid., sec. 24. 

*Ibid., sec. 18. 

TIbid., secs. 28 and 29. 
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payments were suspended, the bank was subject to a twenty 
per cent penalty.» Notes were payable on demand in gold 
or silver; and, in order to facilitate redemption, the bank 
Was required to immediately open an agency in New 
Orleans and one in New York, Baltimore, or Philadelphia 
where specie would be paid for all notes on presentation.’ 
So long as specie payments were maintained, state funds 
were to be kept on deposit, and the notes were to be re- 
ceivable for all dues to the state. For the first five years 
the circulation was not to exceed the capital stock, after 
which time the amount could be doubled at the option of 
the directorate.* The smallest denomination approved was 
$10.00, but with this restriction the particular denomina- 
tions were left to the judgment of the board.‘ 

The general banking powers included the right to deal 
in bills of exchange, checks and drafts, and to receive 
public and private deposits." The bank was to act as fiscal 
agent for the state, negotiate all state loans without charge, 
and transfer funds about the state as required wherever it 
had a branch or agency.® Six per cent interest was to be 
paid for all state funds left to exceed one year, except funds 
for transfer over the state. The bank was not required by 
charter to make loans to the state. No real estate could 
be held except for a banking house unless acquired as 
security in the ordinary course of business.” If so taken, 
however, it could be retained—at least the charter made no 
provision for its resale. 


1 Charter State Bank of Mo., sec. 35. 
1Ibid., secs. 36 and 42. 

®7bid., sec. 40. 

‘Tbid., sec. 39. 

SIbid., sec. 19. 

*Tbid., sec. 42. 

TIbid., sec. 26. 
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Maximum interest rates, which the officers were without 
power to change, were fixed as follows: one-hundred-twenty 
day paper, 6 per cent; four to six months, 7 per cent; and, 
over 6 months, 8 per cent. One year was the maximum time 
for commercial loans although renewal was permitted’ In 
addition to regular interest rates, exchange could be charged 
on foreign bills, the rate not being fixed." This latter provi- 
sion was much abused as will be shown later. Loans were 
not permitted on the pledge of the bank’s own shares, nor 
were stockholders to be given any preference in regard to 
loans provided other parties offered security of equal value.* 
If any director, officer, or agent loaned private money at 
rates higher than those established by law for the bank, he 
was to be immediately dismissed from service.*® 

Real-estate loans were not forbidden, but were provided 
for in a special manner. The bank was authorized to re- 
ceive on deposit or to borrow not to exceed $5,000,000, and 
to lend it on approved real estate up to three-fourths of the 
market value, appraisal to be made by an agent of the bank. 
The interest rate was fixed at 8 per cent payable semi-an- 
nually. Such funds were required to be kept separate from 
the rest of the business. This provision failed to satisfy the 
farmers, for the so-called real-estate loans were only short- 
terms advances, as 20 per cent of the principal had to be re- 
paid each year. The average Missouri farmer was unable to 
meet such conditions, so as a farm-loan bank there was 
nothing but failure in sight. However, the service of the 
bank was not supposed to take that direction. It was to be 
preeminently a commercial bank. 


1 Charter State Bank of Mo., sec. 30. The word foreign means pay- 
able outside the state. 


*Ibid., secs. 31 and 44. 
* Ibid., sec. 31. 
* Tbid., sec. 37. 
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Semi-annual dividends were to be paid from net profits, 
the state’s share to be placed on deposit. No dividend de- 
claration was to be made if it impaired the capital. An 
annual bonus of twenty-five cents on each share of private 
stock was made payable to the state each year in lieu of all 
taxes.” 

Careful provision was made for examination and audit. 
Twice each year a detailed expense account was to be sub- 
mitted to the governor, and all accounts other than those 
of private individuals were to be published in two Missouri 
newspapers. Either house of the legislature might re- 
quisition a statement or, at its pleasure, demand a full 
examination of the bank. Before the opening of each 
session of the legislature the governor was to appoint a com- 
mittee to make an internal audit and submit a report. No 
member of the committee could be a stockholder.* The 
parent bank was authorized to audit the books of all 
branches and agencies whenever it saw fit, its president and 
directors being given free access to the books. Branch 
officers and directors were given the same rights with re- 
spect to branch books.‘ In addition to all these examina- 
tions and reports, condensed statements were required to 
be submitted to the State Auditor four times a year. The 
directors were instructed to keep minutes of all meetings, 
recording yeas and nays on all votes. This book was to be 
exhibited to examining authorities.° 

If at any time the legislature believed that the charter 
was being violated, revocation proceedings could be in- 
stituted in the circuit court of the county where the main 


1 Charter State Bank of Mo., sec. 32. 
*Tbid., sec. 43. 
*Ibid., sec. 38. 
*Ibid., sec. 45. 
*Tbid., sec. 40. 
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office was located.* If the violation consisted of excesssive 
issue of currency or lending on the pledge of its own stock, 
the directors authorizing the same were to be held for the ulti- 
mate responsibility, 1. e. if the bank failed and was unable to 
pay, suit might be brought against such directors. If the 
violation consisted of fraud on the part of any officer or 
employee, a penalty of imprisonment of from two to twenty 
years in the penitentiary was provided.? Copies of .the 
bonds of the cashier and other officers were to be filed 
with the Secretary of State and suits could be maintained on 
them.* Each officer was required to take oath to perform his 
duties honestly, faithfully, and impartially.“ In the event 
of the suspension of specie payments, the governor, in ad- 
dition to collecting the twenty per cent penalty, might at 
his option declare the charter forfeited and place the in- 
stitution in the hands of trustees appointed by himself.* 
If not revoked or otherwise surrendered the charter was to 
be effective until 1857. 

The president and directors were instructed to enter into 
immediate negotiations for the purchase of the Cincinnati 
Commercial Agency, and, if possible, to make a deal with 
the federal government to act as its fiscal agent for Missouri.‘ 

At the time the charter bill was passed, a law was also 
enacted requiring all foreign agencies to leave the state. It 
provided that no banking business could be carried on 
within the state except under state charter. There was a 
penalty assessed of $1,000 for each offense, and every day 


1 Charter State Bank of Mo., sec. 48. 
3 Ibid., sec. 47. 
5 Tbid., sec. 50. 
4 Tbid., sec. 53. 
* Tbid., sec. 55. 
*Jbid., sec. 59. 
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operation was continued constituted a separate offense. 
One-half the penalty was to go to the informer. Any 
note executed to such agencies after the passage of this act 
was declared void, and any money sent into the state by 
outside corporations to be used by private parties in bank- 
ing with intent to evade the law was to be confiscated. 
This law was passed February 6, 1837 and was declared 
effective at once except for the Cincinnati Commercial 
Agency which was given until June Ist to close its ac- 
counts.” | 
This is the equipment which was furnished to the new 
State Bank. It started with a charter, which, judged by 
those of contemporary institutions, was unusually well 
balanced and conservative. It was not a paper bank. Real 
capital was behind it and the penalties for suspension were 
so drastic as to make “wild cat” methods unprofitable. 
Restrictions on loans were such as to furnish a reasonable 
guarantee of liquidity of assets, in so far as such a thing 
was possible in a pioneer state. The note issue was not 
protected by specific reserves, although it was secured by 
the general assets of the bank, and restrictions were placed 
on its expansion. In case these were violated the as- 
senting directors became individually lable. There was 
no requirement concerning reserves against deposits, and 
no special protection for depositors beyond a pledge of the 
general assets. Of course it should be said that the issue 
function was expected to be much more important than that 
of deposit. This was true of most banks of the time and 
was likely to be especially so in such a state as Missouri. 
The restrictions all lay in the direction of safeguarding the 
assets. The flexibility of these provisions added much to 
the power of the bank to serve the state and there is no re- 


‘Banking Laws of Mo., 1837, p. 261, “Act to Expel All Foreign 
Agencies from the State.” 
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cord of any difficulties caused by a lack of fixed reserves. 
The provisions for examination were unusual at the time. 
Of course there was no specialized state banking depart- 
ment with its corps of trained accountants, but that belongs 
to a later period in the history of bank supervision. The 
history of the State Bank of Missouri adds one more ex- 
ample to the list of efficient banks founded on the principle 
of asset currency. A study of its progress during the first 
twenty years of its history will show how well it served the 
people of Missouri. 


Google 


CHAPTER VIII 


How THE CHARTER WAS MADE 


In Chapter II some account was given of the condition 
of national and state banks of the United States prior to 
1837 and of their bearing on events in Missouri. No 
attempt, however, was made to show specifically and 
in detail how Missouri banking was influenced by these 
factors from the outside. The problem of determining’ 
where the ideas embodied in the State Bank charter of 
1837 originated is not an easy one. It is not possible to 
say who really wrote the document or to assign relative 
weights to local influences and to those from without the 
state. Missouri’s previous banking experiences had pro- 
vided a fund of information sufficient for the formulation 
of satisfactory banking regulations. It is certain, how- 
ever, that the legislature was by no means so provincial. 
The official journals are so greatly condensed as to be of 
little help, but fortunately one of the Saint Louis papers 
published somewhat more than fragments of the debates.* 
These show an acquaintance with the views of Alexander 
Hamilton, Albert Gallatin, and Nicholas Biddle. Gouge’s 
books were often cited and references were made to the 
experiences of South Carolina, Kentucky, and Tennessee. It 
will at least add something of local color to look into these 
debates. Hamilton’s plan of reducing the voting power of 
stockholders as the number of shares held increased was 
brought up and strenuously opposed. The charters of 


1 Mo. Republican, Jan. 2, 3, 6 and 12, 1837. 
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South Carolina and Tennessee banks were cited in proof of 
the wisdom of paying directors. One member felt that 
farmers owning stock would never attend meetings unless 
they were paid for riding to town. The prohibition of 
loans to directors was bitterly opposed on the ground that 
only inferior men could be induced to serve under such con- 
ditions. The Commonwealth Bank of Kentucky was given 
as an example of the evil effects of such a plan. The 
country members protested against testrictions on real-estate 
loans and maintained that former Missouri banks had been 
monopolized by the commercial interests of St. Louis. 
There was discussion of the case of a wealthy farmer who 
was forced to mortgage his farm to secure a loan of $1,000 
because the Saint Louis bank did not care to make loans 
outside the city. They argued that a certain part of the 
capital should be set aside for farm loans and that cur- 
rency should be issued on mortgage security. Gallatin 
and Gouge were cited by the opposition to show the 
necessity for liquid assets. The debate on this point was 
very vigorous. One member cited the example of a Con- 
necticut bank that had loaned its whole capital on real estate 
for thirty years without suspension or the loss of a dollar. 
He admitted that such a policy had been a failure in Mary- 
land, but argued that land there was worth but three 
cents an acre and that everybody was on the verge of starva- 
tion. He then quoted from the statement of the Bank of 
New York showing an investment of $744,000 in real estate 
out of a total capital of only $2,000,000. A member from 
Marion County protested against any division of the loans 
as to real estate or otherwise on the ground that applicants 
would not tell the truth about the uses to which loans were 
to be put, and that anyhow the bank’s only right of inquiry 


1 Mo. Republican, Jan. 6, 1837. 
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was as to the solvency and punctuality of the debtor. 
Contrary to most country members he questioned the ad- 
visability of real-estate loans on account of their slow turn- 
over, and supported his argument with liberal quotations 
from Adam Smith and Alexander Hamilton. There was 
evidently a considerable element desirous of investing a 
large part of the assets of the bank in real-estate. The real 
estate boom in St. Louis made them overconfident of values. 
These brief notes on the bank-bill debate are too fragmen- 
tary to show in any systematic way the sources of the state 
of Missouri banking opinion of the time; but they at least 
indicate that the legislature was trying to make use of such 
help as could be found. 

Senator Benton no doubt had a great deal of influence 
on the charter, but just how much cannot be stated with 
any assurance. The House and Senate Journals have little 
or nothing to say about it. He did not favor the bank 
plan; but, when it was decided to establish a bank, he was 
much interested in seeing that it be made safe. An editorial 
in The Argus suggests his attitude: 


Colonel Benton was and ever will be opposed to banks. In 
no shape or form, directly or indirectly, did he encourage the 
incorporation of the Bank of the State of Missouri. It was 
against his well known and publicly printed opinions and 
wishes. Yet when he found his people had chartered one, and 
that the soundest on the American continent, he was willing 
to use all his influence for it.? 


Aside from Benton, Saint Louis contained a good deal 
of financial talent. The earlier chartered banks, the Branch 
United States Bank, and the Cincinnati Commercial Agency 
had at least developed a number of practical bankers. Gov- 


1 Mo. Republican, Jan. 12, 1837. 
*Mo. Argus, July 11, 1837. 
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ernor Boggs himself was of this group. Their influence 
both in the legislature and in the formation of public opinion 
on, the outside was no doubt considerable. 

There is little evidence to show how far the Missouri 
legislature made use of the old charters which had been 
previously granted to the Bank of Saint Louis and to the 
Bank of Missouri. Certain provisions found in them also 
appear in the State Bank charter; but, as will be shown 
later, the different state banking enactments were copied 
and recopied until it is now all but impossible to trace im- 
mediate influence. With respect to the directorate, pro- 
visions regarding elections, notice of shareholders’ meetings, 
requirements as to citizenship of directors, and proxy vot- 
ing are sufficiently similar in all three charters to suggest 
direct influence. The same is true of the sliding scales of 
voting for directors and of regulations providing for the 
forfeiture of stock for non-payment. Some of the safe- 
guards thrown about creditors of the State Bank are sug- 
gested in the earlier charters. These included fixation of 
maximum interest rates, limitations on the debts of the 
bank, penalties for suspension of specie payments, and de- 
claration of unearned dividends. Too much weight, how- 
ever, should not be assigned to these similarities. The 
legislature took a wider view, apparently trying to gather 
in the best of American experience. The influence exerted 
by the earlier chartered banks of Missouri seems rather to 
have been along the line of teaching St. Louis business men 
the utility of banks and of making the legislature extremely 
wary of permitting unsound practices. 

Another method of approach is possible. The earlier 
settlers of the state came largely from Virginia, Kentucky, 
Tennessee, and the Carolinas. Many of them doubtless 
brought with them ideas on banking or at least memories of 
unhappy experiences with paper state banks. What is prob- 
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ably fully as important, they retained their interest in the 
places from whence they came and soon a good many news- 
papers from the outside were circulating in the state. It 
is difficult to evaluate this kind of influence, but no doubt 
it was considerable. It should, accordingly, be profitable to 
study the plans and experiences of those states from which 
the settlers chiefly came. With respect to Illinois and other 
nearby states the connection is more obvious. It may not 
usually be possible to show that Missouri is indebted to Ken- 
tucky, Illinois, or any other state for an idea merely because 
that state had it first; but at least the fact of precedence 
can be shown. With this in view the banking systems of 
various states will be discussed briefly; but their history will 
not be carried beyond 1837, the date of the passage of the 
Missouri charter. 

As early as 1820 Alabama had organized a state bank 
and had invested her $1,800,000 school and university fund 
in it... Three-fifths of the stock, however, was to have been 
privately owned, but as it found no purchasers the state 
furnished all. The president and directors were chosen 
by the legislature. It was expected that the profits of the 
bank would defray all expenses of the state government. 
Unfortunately, however, there were no profits and the bank 
lost over $4,000,000. 

Arkansas had some very wild chapters in banking history 
but they came too late to influence the Missouri charter. 
Her first legislation was in 1836. 

The case of Illinois is quite different. She had begun 
making experiments as early as Missouri and her close prox- 
imity to Saint Louis made her influence of extreme im- 
portance. Her problem, however, was complicated by 
elaborate plans for internal improvements, and often she 


1 Conant, op. cit., p. 380. 
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regarded her banks as schemes to finance them. After the 
War of 1812 settlers from Kentucky and Ohio brought in 
money and they soon began to plan a bank investment. 
When the population of the territory was only 1,500, a 
bank was started at Shawneetown. This was in 1817. 
Although the authorized capital was $300,000, it was al- 
lowed to open with a $50,000 subscription and only $5,000 
of this was paid in specie. The rest was paid in stock 
notes, payable on call of the directors. The circulation 
was limited to twice the paid-up capital, the interest rate 
was fixed at six per cent, and a twelve per cent penalty was 
provided for suspension. Some of these provisions appear 
in the Missouri charter. The next year three new banks 
were chartered at Edwardsville, Kaskaskia, and Cairo. 
The one at Edwardsville was like that at Shawneetown ex- 
cept that the territory was to take one-third of the stock. 
The Kaskaskia charter provided that all stock must be paid 
for in gold and silver, a requirement which could not be 
met and the bank was never organized. The Cairo pro- 
ject was a fantastic townsite and lot selling arrangement and 
never existed except on paper. The Edwardsville and 
Shawneetown banks were organized, and honest banking 
was attempted. They became depositories for the federal 
government and maintained specie payments until the de- 
pression following the panic of 1819. In 1819 they had 
combined deposits of $152,000 and a circulation of $52,000. 
The state at this time had a population of 30,000, but con- 
ditions of life were so simple that there was little need for 
banks. Land speculation, however, took hold on the people 
just as it did in Missouri, and soon a very ambitious state 
bank was planned. It was chartered in 1818 with an 
authorized capital of $4,000,000, one-half to be taken by 
the state. Ten per cent was to be paid in in specie or con- 
vertible notes, but only $15,000 specie was required at the 
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start. No stock, however, was subscribed and, after the 
panic of 1819, the charter was revoked. In 1821, in 
order to relieve the depression, a new state bank was 
chartered, and owned wholly by the state. The nominal 
capital was $500,000, and $300,000 circulation was issued. 
These notes bore two per cent interest and were receivable 
for taxes. They were loaned at six per cent on real estate 
mortgages. The only real capital provided was $2,000 to 
pay for printing the notes. The state supreme court up- 
held the constitutionality of the Act, but the famous Craig! 
v. Missouri case cast doubt on this decision." The federal 
land offices refused to receive the notes, but the officials 
were undaunted. They merely said that, if nobody outside 
the state appreciated the notes, they would use them at 
home. The directors were political appointees and, after 
having borrowed over $50,000, they were no longer in- 
terested in keeping up the credit of the bank. No specie 
was kept on hand. One branch had two dollars and re- 
garded them as curiosities. No one pretended to pay his 
loans. Moreover, the receiving of the notes for taxes 
bankrupted the treasury, although the statement showed an 
immense paper surplus. The legislature finally came to 
itself and redeemed the notes at par. One hundred thous- 
and dollars of them in the state treasury were burned. 
The Bank of Edwardsville also had failed and its notes 
were likewise redeemed. The reaction from this banking 
orgy was so severe that a law was passed forbidding any cor- 
poration to exercise banking functions. This was the ac- 
cepted policy for four years but, when Jackson commenced 
to select depositories for the federal funds, Illinois could 
not withstand the temptation to bid for a share, and Gov- 
ernor Duncan recommended another state bank. It was 
chartered in 1835 at just the time the Eighth Missouri Legis- 


14 Peters U. S. 410. 
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lature rejected its bank bill. It provided for a bank with 
$1,500,000 state capital and such additions up to $1,000,000 
as might be taken by private individuals. This was merely 
the authorization. It was to be allowed to start on $250,- 
000 specie, $100,000 of which was to be contributed by the 
state. Ten dollars was to be paid down on each share, the 
balance on call of the directors. To help make it a local 
institution, books were to be opened in the state sooner than 
elsewhere. No member of the legislature could hold office 
in the bank. The circulation was limited to two and one- 
half times and the loans to three times the paid-up capital. 
No notes under $5.00 were permitted. The bank was 
authorized to borrow $1,000,000 for real estate loans under 
conditions similar to the Missouri plan. The stock was 
quoted at 113 in 1835 and the governor on this showing 
asked the legislature to purchase $1,000,000 stock. The 
early years of the bank were unfortunate. Saint Louis and 
Alton were rivals for the lead trade and the bank tried to as- 
sist Alton. The bank lost $1,000,000 in the experiment. 
Saint Louis, due to this fight, naturally watched the bank 
with great interest. In fact all this banking activity so 
near to the Missouri border could not have failed to attract 
the attention of the whole state and particularly of the 
legislature. Unquestionably part of the answer to the query 
as to the sources of the Missouri charter is to be found 
here.* 

Indiana legislation probably had some influence, for her 
state bank was early recognized as a model institution. It was 
modeled somewhat after the Bank of the United States 

1For a very careful discussion of the early Illinois banking situation 
see Garnett, C. T., State Banks of Issue in Illinois (Univ. of TIL Studies, 
H. H. Harris Prize Essay), 1898, pp. 1 to 30. Much of the material for 
this paragraph has been taken from this book. Other accounts are avail- 
able in Ridgely, W. B., Early Banking in the West, p. 383 et seq. and 
Knox, op. cit., pp. 712-720. 
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and in many ways was the most conspicuous success among 
American state banks of the time. However, it was not 
chartered until 1834 and most of its history was yet to be 
written when the Missouri bank bill was passed. Its 
charter provided that the state should own half of the stock, 
that all shares should be paid for in specie, and that notes 
should be limited to twice the paid-up capital. Each branch 
was to be assigned ten per cent of the capital and was to 
issue its own notes. These notes were redeemable in specie 
and receivable at par at any branch. The governing board 
was elected jointly by the legislature and the private stock- 
holders. By 1835 the resources were $4,379,000; circula- 
tion, $1,290,000; specie holdings, $797,000." 

Iowa profited by the example of Illinois and refused to 
charter paper banks. For that matter none were chartered 
at all during this period. Beginning in 1836, however, one 
was operated in Dubuque under a Wisconsin charter, but 
there is no record that it influenced the Missouri legislature. 
However, “wild cat” banks were located just over the 
line in Nebraska and their circulation became almost the 
sole medium in the state. At least Iowa contributed no 
sound banking ideas to Missouri at this time.” 

Kentucky exerted a much more pronounced influence. 
Large numbers of Missourians had come from Kentucky 
and correspondence between the two states was heavy. The 
first bank of issue west of the Alleghenies had begun busi- 
ness in Lexington in 1802 under an insurance company 


1See Holdsworth, J. T., Lessons of State Banking before the Civil 
Wer, Proc. Acad. Pol. Sci., vol. i, no. 2, Jan., 1911, p. 22a and Doc. 65, 
House Rep., 24th Cong., 2nd Sess., “Letter of Sec’y of Treas. relative 
to condition of State Banks,” Nov. 21, 1835. 

*See Ridgely, op. cit., Conant, op. cit., p. 68 and Palmer, P. G,, 
“Banking in Louisiana Purchase,” in Bul. Amer. Inst. Bank Clerks, 
Nov. 15, 1904. 
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charter. After a few years of success it was reorganized 
as the Bank of Kentucky (1807). The capital was $1,000,- 
000, one-half owned by the state. The state named the 
president and one-half the directors, but retained the right 
to add new state members when necessary to carry an im- 
portant point of policy. This, of course, meant that the 
bank was constantly in politics. In 1818 it succumbed to 
the specie demands of the United States Bank and sus- 
pended along with the other Ohio Valley banks. It re- 
sumed, however, within a week. The legislature had large 
plans for debtor relief. The capital of the bank was in- 
creased to $3,000,000 using the school fund to finance it, 
and a state of semi-suspension was legalized. The bank 
was in good condition when this government meddling be- 
gan. The president was a great conservative force. 
Fearing that he would not allow his bank to be used to 
champion cheap money, the Commonwealth Bank of Ken- 
tucky was chartered in 1820 with a paper capital. The 
power of the legislature to elect additional directors of 
the old Bank of Kentucky was used to provide a board 
pledged to accept the notes of the Commonwealth Bank. 
Of course this spelled ruin. The Bank of Kentucky sus- 
pended in 1820 and the Commonwealth notes went to a dis- 
count of from 30 to 50 per cent. It was this trouble that was 
reflected in the suspension of the Bank of Missouri and in 
the launching of the Loan Office experiment. Beginning 
as early as 1819 The Missouri Intelligencer and The Mts- 
souri Republican carried long articles about Kentucky dis- 
tress. Governor Slaughter had been very fearful of the 
political effects of the banking power and had recommended 
that the state advise an amendment to the federal constitu- 
tion prohibiting the exercise of any banking function by 4 
corporation. This type of news was eagerly copied by the 
Missouri newspapers. In 1833 and 1834 it was decided to 
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charter more banks to take over the business to be left by 
the retiring United States Bank. Three were organized 
with a combined authorized capital of $13,000,000, of 
which $9,000,000 was paid. The state’s share was sup- 
plied by bonds in a way quite similar to the Missouri 
plan and a small surplus requirement was made. It 1s 
quite likely that this legislation was widely noticed in 
Missouri. At least The Intelligencer carried a good 
deal of Kentucky news. In the issue of December 22, 
1832 the bank message of Governor Breathitt was pub- 
lished. It admitted the unhappy past of Kentucky banking 
history, but maintained that the new institutions were as 
good as gold and should not lead to currency depreciation.’ 

Louisiana has usually been presented as having had the 
model banking code of the South; but this was not enacted 
until 1842 so was too late to affect the Missouri charter.’ 
Some of the earlier banks, like the Bank of Orleans (1818), 
were in the nature of partnerships with the territory, but 
there seem to have been no distinctive features. However, 
by 1835 the banking power of Louisiana was considerable 
and there must have been a good many business transactions 
with Saint Louis.’ 

Michigan did not pass a banking law until March, 1837 
and her reputation as the great “ wild cat bank country ” 
was yet to be won. Beginning in 1818 a bank had operated 
in Detroit under federal charter, but it was not of a specula- 
tive nature.‘ 


1For the Kentucky situation, see Gouge, Wm. M., Short History of 
Paper Money and Banking in U. S. (N. Y., 1833), pp. 99 and 127-132; 
art. by Root, op. cit., in Sound Currency for Apr. 15, 1895; Knox, op. cit., 
p. 629; and Mo. Intelligencer, especially June 25, 1819 and Dec. 22, 1832. 

*See Holdsworth, op. cit., p. 222. 

® Bul. 65, House Rep. op. cit., and Palmer, op. cit., p. 641. 

*Utley, H. M., “ Wild Cat Banking System of Michigan” in Mich. 
Pioneer Collections, vol. v, 1882, p. 210. 
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Developments in Minnesota, Mississippi, and Nebraska 
came too late to affect conditions in Missouri. The same 
is almost true of Wisconsin, although a territorial bank 
with part public ownership, to be paid for in bonds, was 
chartered in 1836. It was, however, not approved by 
Congress.* 

The experiences of two other states should be mentioned. 
Tennessee had three banks by 1819 and, although they sus- 
pended, their condition was better than those of Kentucky, 
and the suffering was less general. Against the wishes of 
Jackson a state bank for debtors was opened in 1820. 
There was no provision for the redemption of the notes 
and they were only made negotiable within the state. The 
Missouri Intelligencer expressed much interest in this pro- 
position but did not favor it. In 1834 the Union Bank 
was organized with a capital of $3,000,000 which was 
largely taken in the East. The state, however, purchased 
$500,000 stock, paying for it with bonds which were floated 
at a premium. The notes were receivable for taxes and a 
one-half of one per cent bonus on the capital stock was as- 
sessed in lieu of taxes.* ‘Considering the number of Tenn- 
esseeans in Missouri this charter was probably not without 
influence. The other state experience was that of Vir- 
ginia. She had chartered the Bank of Virginia in 1804 
and its success had been remarkable. The central office at 
Richmond and each branch had its own president and board 
of directors. The branches were to a large degree inde- 
pendent. The circulation was not to exceed the deposits 
by more than $4,500,000; otherwise there were no restric- 
tions on the issue right. The state owned a part of the 


1 Hadden, C. B., “ History of State Banks and Early Banking Systems 
of Wisconsin” in Wisconsin Acad. of Sciences, vol. x, p. 164. 

3 Mo. Intelligencer, Sept. 9, 1820. 

3 Knox, Op. cit., p. 667. 
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stock. The circulation was well received all up and down 
the Atlantic seaboard and there had been no losses on it. 
As many of the earlier Missourians were of Virginia ex- 
traction it is quite likely that the good will of the system 
reached the state.’ 

So far account has been taken only of experiences 
in those states from which influence may reasonably be as- 
sumed to have come. What little evidence is available in 
the newspaper accounts and in the legislative debates seems 
to point to a larger use of the records of nearby states than 
of those of the Northeast states or of the federal govern- 
ment. Indirectly of course these Western and Southern 
state banks were greatly indebted for their form of organ- 
ization to the First and Second United States Banks and 
to the institutions of Massachusetts, New York, and Penn- 
sylvania. Without attempting to determine how far they 
were considered by the Missouri authorities, it may be pro- 
fitable to note some of the features of the State Bank 
Charter of 1837 which had previously appeared in these 
banks. With respect to the United States Bank, however, 
it may be said that Senator Benton was thoroughly familiar 
with its form of organization and such influence as it had 
can likely be traced through him, except in so far as John 
O’Fallon and others connected with the branch at Saint 
Louis may have made suggestions. It seems impossible to 
trace the specific work of these men. It may be said, how- 
ever, that in the large amount of discussion of the United 
States Bank which appeared in the Missouri newspapers 
little attention was given to its actual charter provisions. 
The political element always seemed to be uppermost in the 
minds of the editors. 

The task of comparing the Missouri charter with those of 


1Royall, W. G., Hist. of Va. Banks Prior to Civil War (N. Y., 1907), 
passim. 
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the other banks suggested is made easy by the researches 
of Dr. Davis R. Dewey.” 

The method of paying for stock in part at least by bonds 
was common practice. Even Massachusetts had not been 
able to enforce a total specie payment. Hamilton had re- 
cognized the necessities of the case in his plan for the First 
United States ‘Bank and had required a specie payment of 
only 25 per cent. In practice the bank never got more than 
$500,000 of its $10,000,000 capital in specie. The govern- 
ment took $2,000,000 stock but at once borrowed it back at 
six per cent. In-New York the Safety Fund Act of 1829 re- 
quired specie payment for capital, but it was usually bor- 
rowed back by shareholders on pledge of their stock. Penn- 
sylvania required 20 per cent of the stock to be paid up, but 
notes of other banks were often accepted in payment. Even 
in Indiana private shareholders were allowed to borrow from 
the state to pay the second and third installments and the 
state floated a bond issue to care for this. 

The Missouri attempt to sell stock locally and to restrict 
management to her own citizens was not unusual. The 
Report of the Bank Commissioner of Massachusetts for 
1841 contains bitter criticism of non-resident control. 
New York, however, was silent on this point. The large 
foreign holdings in the Tennessee banks no doubt served 
to increase Missouri vigilance. Most of this agitation was 
an outgrowth of the war feelings of 1812 for the foreign 
holdings were chiefly British. 

The principle of state partnership was everywhere recog- 
nized, due to shortage of private capital and the desire of the 
state governments for special privileges. Moreover, there 

1 Dewey, D. R, State Banking Before the Civil War (National Mone- 


tary Commission). The data for this section has been taken wholly 
from this book. Page citations have not been given. 
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was the example of the two national banks. By 1812 all 
of the older states except New Jersey and one or two New 
England states owned bank stock. Massachusetts and 
Pennsylvania had large blocks. All of the Southern states 
accepted the principle. The special motives were various, 
ranging from a desire to invest the Surplus Revenue to 
hopes of providing means for building internal improve- 
ments and conducting the state affairs without taxation. 
In some of the states, notably Missouri, there was an honest 
desire to get a reasonable and safe return from the funds 
set aside for the public schools. 

Missouri’s limitations on the note issue was less unusual 
than is commonly supposed. The national banks had set 
definite limits and most of the states to some degree fol- 
lowed their example. In the South $3.00 of notes to $1.00 
of specie was a common requirement. The prejudice 
against small denominations in Missouri was unusual. By 
1830 only Pennsylvania, Maryland, and Virginia pro- 
hibited the small notes. However, Illinois’ unhappy ex- 
periences with them doubtless accounts for the Missouri re- 
striction. Penalties for suspension were also common. 
Massachusetts, New York, and the Second United States 
Bank had drastic rates. In the South, except in Louisiana, 
penalties were either not assessed or were evaded, and even 
in Louisiana the restrictions came later than 1837. The 
Ohio Valley banks, including those of Indiana and Ohio, 
were much more liberal in this respect than those of Mis- 
souri. 

The liability of directors for illegal acts was put into the 
charter of the First United States Bank and was very 
largely copied. The Missouri rules were, however, more 
drastic than those of most of the other states. Residence 
requirements, stock ownership, and prohibition of inter- 
locking directorates were accepted practice in Massachusetts. 
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The arrangements for supervision of the State Bank of 
Missouri judged by present standards, were quite crude, 
but they were far in advance of the average of the time. 
The attitude of secrecy on the part of the First United 
States Bank had carried great weight. The branch system 
was too common to require comment and the semi-indepen- 
dence accorded to branches was the general rule. 

In these days of specific reserve requirements against cir- 
culation and deposits, the lack of such provisions in the 
Missouri charter may seem strange, but in 1837 the prin- 
ciple of asset currency with minimum restrictions had 
scarcely been questioned. Missouri practice was fully in 
line with the best banking thought of the day. 

Other details of the charter requirements need not be 
considered, for enough have been discussed to make it 
evident that the Missouri charter was not a particularly 
original document. It did, however, represent the best type 
of American organization. It was drawn up with consid- 
erable care and the analysis here given leaves a presumption 
of large reference to other charters. So much, of course, 
is evidenced by the bank debates. 

The outstanding fact of American state bank administra- 
tion is that many of the institutions were better than their 
charters while others were much worse. Unless the people 
really desired sound banks the ways of evasion were many. 
The State Bank of Missouri started with a good charter, but 
the causes of its success will for the most part be found 
elsewhere. The matter of administration is all-important. 
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CHAPTER IX 
THE ORGANIZATION OF THE BANK 


PURSUANT to charter provisions, the legislature immed- 
1ately took steps to organize the new state bank. John 
Brady Smith was elected president with only two negative 
votes. He was a man of stern integrity, serious, dignified, 
and sturdy. He was born in Kentucky, but came to St. 
Louis when twelve years old. His father had been iden- 
tified with local banking interests, having been a director of 
the old Bank of Saint Louis. At this same time six directors 
for the state were also elected: Hugh O’Neil, Edward 
Walsh, S. S. Rayburn, Edward Dobyns, W. L. Sublette, 
and John O’Fallon.* O’Fallon had earned the confidence 
of the business community by his masterful management of 
the Branch Bank of the United States, and all of the others 
seem to have been fully representative of the sound business 
interests of the city. The Argus said they were men of 
sterling integrity, and even the unfriendly Republican ad- 
mitted that the legislature had shown rare judgment in its 
selections. 

The story of the organization and reception of the bank 
can perhaps be obtained best by a study of the Saint Louis 
newspapers of the time. For this purpose The Argus and The 
Republican have been chosen. The Argus favored the bank 
while The Republican was as hostile as it could well be 
without sacrificing the support of the business men of the 
city. The Argus said the charter suited the city and that 
everyone was imbued with the prevailing spirit of compro- 


1Mo. Argus, Feb. 10, 1837. 
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mise." The Republican was less cordial, but admitted the 
bank might become a great power if well conducted and 
that, at any rate, the people wished it success now that it 
had been chartered.* The Clarion, another opposition sheet, 
objected to the large state representation on the board of 
directors on the ground that individuals do not like to 
invest money where they cannot control it. However, it 
found much consolation in the plan for real estate loans 
and said that the superior natural advantages of Saint Louis 
would likely overcome the defects of the charter. Like 
both the other papers quoted, it complimented the legisla- 
ture for its choice of president and directors.* 
Commissioners were appointed to open books for sub- 
scription of stock on February 20, 1837 in St. Louis, Jef- 
ferson City, Columbia, Ste. Genevieve, Palmyra, Fayette, 
Independence, Liberty, Potosi, Jackson, and Boonville.‘ 
The governor announced that he would take stock for the 
state as soon as $50,000 private shares had been sold.® St. 
Louis, of course, furnished the bulk of the buyers. Her 
citizens bought 108 shares the first day and 260 the second.° 
The largest single subscription was $10,000. By Feb- 
ruary 24th the St. Louis total had reached 1400 shares,’ 
and, at the expiration of the twenty-day period, it was an- 
nounced that 1973 shares had been sold in the city.* Some 
of the stock was sold to nearby farmers, one man taking 
40 shares.” The country officers reported sales of 600 


1Mo. Argus, Feb. 17, 1837. 

*Mo. Republican, Feb. 8, 1837. 

*Ibid., Feb. 21, 1837—an editorial copied from The Clarion. 
‘Edwards, op. cit., p. 358 and Mo. Republican, Feb. 16, 1837. 
5 Mo. Republican, Feb. 8, 1837. 

*Jbid., Feb. 21 and 22, 1837. 

™Mo. Argus, Feb. 24, 1837. 

®Mo. Republican, Mar. 15, 1837. 

*Ibid., Feb. 27, 1837. 
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shares." However, the amount contemplated by the charter 
had not been reached, and it was announced that the books 
would remain open indefinitely.” 

Payment was accepted in either specie or the notes of 
specie-paying banks. The officials claimed that only 
such notes had been taken as could be turned into specie 
without loss. The Republican asked for details of the pro- 
cess by which this was accomplished, as the notes were at 
least six per cent undercurrent.* The record is not clear, 
but at least the bank made no statement that these notes 
were received at par. They were mostly issues of banks in 
Ohio, Indiana, and Illinois. However, on July 7, 1837 the 
bank had $250,000 in specie in its vaults.* 

On the 10th of March the following statement of re- 
sources was given out: 


Available April 1, 
1. Two first installments of the Surplus Revenue 
allotted to Missouri by Act of the Legislature $254,500 





2. Seminary and Saline Funds ...............+- 70,000. 
3. First and second installments on 1700 private 
BNSTOS: dics che cess ci0ces ae Seuedeaweceuseees 68,000 
$392,500 
Available July 1, 
1. Third private installment .............-..000: 51,000 
2. Third installment Surplus Revenue .......... 117,250 
$560,750 
Available October 1, 
1. Last two installments Surplus Revenue ...... 178,500 
$739,250 


1Mo. Republican, ‘Mar. 15, 1837. 
* Ibid. 

* Ibid., Dec. 19, 1837. 

*Ibid., July 7, 1837. 
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“ Under the rule of $2.00 of discounts to $1.00 of paid-up 
capital by October 1, the bank will be able to lend $1,478,500 ”.* 


On July 1 it was to have its resources increased by 
becoming depository for the United States Government.* 
The Republican by this time was ready to admit that the 
bank would be able to do enough business to avoid public 
inconvenience and stated that its opposition had only been 
for the purpose of satisying itself as to its soundness.’ 

Late in February the directors had held their first meet- 
ing, elected Henry Shurlds cashier, and appointed an agent 
to go East to sell the state bonds as provided for by the 
charter. The selection of Mr. Shurlds was most fortun- 
ate. His service was to extend over fifteen years and to 
be the greatest single factor in the success of the bank. He 
was the choice of the state directors, for no private members 
were elected until several months later. He was a lawyer 
by profession but had been Secretary of State and Auditor 
of Public Accounts, resigning the latter office to become 
cashier of the bank.“ His manner was genial but back of 
that was extreme caution in business dealings. Probably 
Missouri has produced few abler financiers. 

The bank opened for business May 10, 1837 in tem- 
porary quarters in the Chouteau House.° Besides the pre- 
sident and cashier the force consisted of two tellers, two 
bookkeepers, a note clerk, and a messenger.° The opening 
had been announced for April 15 but had been delayed. 
The offerings were large and beyond the power of the bank 
to discount ; but an effort was made to accommodate everyone 
to some extent. The bank was not yet in a position to is- 


1 Mo. Republican, Mar. 10, 1837. 

2Ibid., Apr. 14, 1837. 

3 7bid., Mar. 14, 1837 and Argus, May 5, 1837. 

‘Bay, W. V. M., Bench and Bar of Mo., article on “ Henry Shurlds.” 
5 Mo. Republican, May 11, 1837. 

® Mo, Argus, May 5, 1837. 
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sue currency but it offered to lend a part of the Surplus Re- 
venue allotment on short time terms.” The first two in- 
stallments of this had been placed on deposit in Ohio and 
Indiana banks, and a part of it had been transferred to St. 
Louis by draft.” 

On July 1st the private stockholders elected as their two 
representatives on the board of directors, G. K. McGunnegle 
and F. L. McGill,? and on July 28th the governor issued a 
proclamation stating that the private stock had been paid 
for according to the requirements of Section 18 of the 
charter and that notes might now be issued.* | There had 
been much speculation about the affairs of the Cincinnati 
Commercial ‘Agency, but its purchase by the State Bank 
was not announced until the end of July. The Agency’s 
banking house and equipment was included in the purchase, 
so abandonment of the temporary quarters was now pos- 
sible. The taking over of the business of the Agency gave 
the new bank a large volume of business from the start. 
A statement of September 16, 1837 showed loans of 
$1,109,250, deposits of $819,855, and specie holdings of 
$466,715. It had been declared to be the settled policy to 
retire the circulation of the Agency as rapidly as possible 
and to substitute for it the notes of its own issue. How- 
ever, the change was made very slowly. The statement 
first mentioned showed a circulation of only $28,000.° No 
notes were issued under $20, although the charter allowed 
denominations as low as $10. The Republican charged that 
this concession was made to secure the good will of Senator 
Benton.° 


1Mo. Argus, May 5, 1837. 

*Ibid., Apr. 17, 1837. 

*Shepard, op. cit., p. 142. 

*Mo. Argus, Aug. 1, 1837. 

5 Financial Register (Philadelphia), May 23, 1838. 
* Mo. Republican, Dec. 20, 1837. 
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The slowness of the expansion of the circulation was in 
large part due to the failure to market the state bonds. It 
had been reported that $900,000 of the bonds were sold at 
a premium before the bank opened, but this was untrue.” 
The directors had wisely refused to issue post notes pending 
the floating of the loan, although there was much demand 
for such action.? A letter from President Smith to Gover- 
nor Boggs, dated November 28, 1837, explains the situa- 
tion: 


Just before the death of the Agency its debt was purchased 
on terms of advantage to the bank. We expanded our bus- 
iness enough to save the city. Moreover, one-fifth of the 
business of the Saint Louis office has been done in the country. 
The bank has done what it could with its capital and has done 
its best to sell the state bonds. Special agents have been 
twice sent East. We are trying again and think we will suc- 
ceed by the end of the year. However, in spite of all this 
the bank will probably declare a January dividend that will 
be surprising. Overgrown dividends, however, indicate over- 
issue. Issues should be made only against specie, not against 
notes. We have issued no small notes.* 


Criticism of the bank was not confined to the restriction 
of the circulation. The country districts were impatient for 
the establishment of agencies as provided by the charter. 
None had been established. The bank promised action as 
soon as possible, but said it must wait on the marketing of 
the bonds. A vigorous denial was made to the charge that 
the city was getting all of the benefits of the bank. One 
hundred thousand dollars had been loaned to farmers dur- 
ing the first five months of business. The Argus vigor- 


1Mo. Argus, Apr. 14, 1837. 


2Mo. Republican, Aug. 31, 1837. 
*Ibid., Dec. 16, 1837. 
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ously defended the policy of the bank, maintaining that 
every country customer who had offered a note with good 
security had been accommodated, that the bank had paid 
specie on demand, that it had refused to issue more notes 
than it could be certain to redeem, and that it had protected 
the farmers by refusing to make collections for customers 
who made unreasonable demands for specie.” It argued, 
that the fact that State Bank notes commanded a premium 
of 714 per cent over those of Illinois was evidence enough of 
the soundness of the bank.” The Argus, however, had been 
liberal in its praise from the beginning. When the bank 
was selected as a government depository, it had charac- 
terized the action as a recognition of management by its able 
directorate which had given the bank unlimited confidence at 
home and abroad.’ It might be mentioned that the govern- 
mem contract was made when the bank had been in operation 
less than thirty days, although no deposits were made until 
after July Ist. 

On October 11, the Bank announced that all stock had 
been paid up, that the superintendents of the subscription 
offices had turned the proceeds over to the bank, and that no 
loans had been made to assist payment.‘ 

A public statement was made for November 21, 1837, 
showing the following condition: ° 


1Mo. Argus, Oct. 11, 1837. 
*Ibid., Sept. 5, 1837. 

*Ibid., Aug. 29, 1837. 

‘Mo. Republican, Oct. 11, 1837. 
5 Tbid., Nov. 21, 1837. 
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Resources 
Branch at Fayette for Capital ................... $60,000.00 
DisCOUNts® 24.6658 Ee Lihs Gide sesee eee Rega aen 738,846.58 
Domestic Bills of Exchange ...............00006. 118,201.60 
RéalPetate. «sos tiaudsusweveacaive nidawcesee seas 49,906.75 
Persovial. Property sescoicdanks sc eines edeiscinaws 840.50 
expense Account ........ ccc cecc cece cccccercns 10,018.48 
Due from Banks and Public Officers ............. 60,394.84 
Interest on Cincinnati Commercial Agency Debt .. 17,966.65 
Cash and Notes of Other Banks ................. 212,100.00 
NCCE secs sw as ean esse eketiees ee esas eseeeicns 628,468.12 
Other Resources .......... ccc cc ccce eee eeeeecees 21,234.89 
$1,917,978.41 
Liabilities 
Capital 
State cg cssoens $415,864.59 
Private .......... 163,056.00......cccceceees $578,914.59 
areasurer Ue Ss: sacdwsesnseteyeutarsitedsesissas 167,382.79 
Bills Payable 
Debt ‘Cincinnati Commercial Agency payable in 
four semi-annual installments beginning 
Jats A 1038 cso ckaeiedesan cthoaessewns 342,251.29 
Capital for Real Estate Loans .............ce0ee: 4,229.99 
Undévidual Deposits .........cccceccccecccccceees 508,696.40 
WAtEROSE oso d Soin we oR aaea hws cee eee ees 33,609.16 
MCaPCUACION e553 oc4c nedelsdewdtaneckasuseheent 33,040.00 
Ue 16 Banks oe .sh cain ee batewir een stinkecuse 210,884.19 
Other Liabilities ......... 0... ccc cee cece een eees 38,070.00 
$1,917,978.41 


Of course a large part of this business represents the ac- 
counts taken over from the Commercial Agency. The Re- 
publican deducted the interest on the Agency debt and the 
expenses from the interest account, and suggested that the 
remainder ($5,624.03) was not a satisfactory return on the 
capital. Considering the circumstances under which the 
bank started, it was, however, something of an achievement 
to avoid a deficit. What these circumstances were, and how 
the bank weathered the panic days of 1837, will be taken 
up in the next chapter. 
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CHAPTER X 
THE STATE BANK AND THE PANIC OF 1837 


THE failure to recharter the Bank of the United States and. 
the consequent unwise multiplication of state banks, specula- 
tion in public lands, and improvements for which the country 
was not yet ready all led to a very unstable financial situation 
in the United States. Morever, the effects of the European 
crisis of 1836 were soon to be felt. 

The state banks apparently were prosperous, but they had 
managed their loan accounts with great laxity and had is- 
sued more currency than they could hope to redeem. Often 
too the issues were wholly out of proportion to business 
needs. In July, 1836 President Jackson determined to slow 
down the inflation which had been going on at such an 
uncontrolled rate since 1834. He issued his famous Specie 
Circular, making only gold and silver receivable at the land 
offices in payment for public lands." This precipitated the 
crash. Heavy demands were made on the banks, but they 
could not furnish the necessary specie. To save themselves 
the New York City and Philadelphia banks suspended specie 
payments and their action was generally copied by the banks 
of other sections as fast as the news reached them. The 
western banks were accused of hoarding specie received 
from the land offices after the Specie Circular went into 
effect, but the truth was their holdings were very modest. 
At the time of the general suspension the banks of Ken- 


1 See Spaulding, op. ctt., p. 43. 
441] 169 


Google 


170 THE BANK OF THE STATE OF MISSOURI [442 


tucky, Indiana, and twenty-three in Ohio had deposits of 
$19,442,224 and specie to the amount of only $4,710,416." 

It is not the intention here to discuss the causes and 
general aspects of the panic of 1837, but rather to inquire 
into its local manifestations in Missouri. The important 
point to be noted is that the State Bank began operations at 
a time of great national financial stress. However, specula- 
tion in Missouri had been controlled more than in many 
other places, and so her difficulties were correspondingly 
less. A large proportion of the people believed in “ hard 
money ”, and the Internal Improvement craze had scarcely 
reached the state. The simple agricultural life of the country 
districts had made it possible to get along without banks 
and to restrain somewhat the demands of Saint Louis for 
legislation. The Branch Bank and the Cincinnati Agency 
had cared for the more urgent needs of the city throughout 
the inflation period, and their officers, particularly John 
O’Fallon, had constantly counseled care in business deal- 
ings. At any rate Saint Louis escaped having many 
banks organized between 1830 and 1836 and had only begun 
to borrow from the new state bank when the panic came. 
She still had many conservative French business men and 
they were slow to contract debts. There was, however, an 
unhealthy expansion of business in the city. The legisla- 
ture of 1836-37 had considered requests for charters for 
railroads, insurance companies, gas plants, and hotels. Saw 
mills, foundries, theatres, and wholesale dry-goods houses 
had been built. The streets were paved 600 yards back 
from the river. Pittsburg was manufacturing $350,000 to 
$400,000 of steamboats a year for St. Louis traders.” 

As panic conditions became more pronounced specie be- 
came very scarce in St. Louis. Illinois and Indiana notes 

1 Financial Register Philadelphia, Aug. 16, 1837, p. 58. 

2See Wetmore, Gasetteer of Mo., 1837, p. 188. 
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were present to some degree and those of Mississippi, Ala- 
bama, Wisconsin, and Michigan were abundant but nearly 
worthless. Boatmen refused them for freight and passage 
money. Eastern exchange became very scarce and com- 
manded a premium of 5-9 per cent. New York drafts were 
practically unobtainable. The merchants had not been caught 
with large stocks and they preferred to hold what they had 
rather than to sell for suspended notes. Estimates in May, 
1838 stated that business had declined go per cent over that 
of the previous year. Few failures, however, were recorded.* 

On May 22, 1837 the Cincinnati Commercial Agency sus- 
pended specie payments. This was twelve days after the 
news of the suspension of the New York banks reached 
Saint Louis. There was comparatively little excitement. 
The State Bank paid specie as usual and on June 1 an- 
nounced the purchase of the accounts of the suspended 
Agency. The federal government was still paying specie 
to soldiers and through the Indian agency, so the pressure 
was lessened. Before the end of 1837, however, the State 
Bank voted to suspend as a measure of protection to its 
reserves. Advantage was taken of this protection to make 
an added profit. Specie to the amount of $100,000 was sold 
to the United States Bank at Philadelphia at a premium of 
2 per cent.* There was much local criticism of this act. Mis- 


- souri was represented in the New York City Conference on 


resumption in 1838 and voted for resumption. Illinois stood 
with her. The motion passed 10 to 7. Martin Thomas, 
a Missouri representative, was on the committee which drew 
up this resolution. A second resolution to resume by 
January 1, 1839 was passed by a vote of 11 to 4, but here 


1 Financial Register Philadelphia, May 23, 1838, p. 377. 


* Shepherd, op. cit., p. 140. 
8 Financial Register Philadelphia, Jan. 3, 1838. 
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Missouri dissented.* One hundred and forty-three Western 
delegates were present, chiefly from Illinois, Indiana, and 
Missouri, but the vote was by states. The State Bank of 
Missouri did not wait for the expiration of the period 
named by the convention but resumed in 1838.7 On Sep- 
tember 6, 1838 it declared a three per cent dividend, an- 
nounced a fifty-percent reduction in the New York ex- 
change premium, and a policy of discounting up to the limit 
of its ability, which it said was quite small at that time.’ 

Not everybody was friendly to the bank. Charges of 
mismanagement were frequent, but they seem to have grown 
chiefly out of the campaign of hostility waged by the Mts- 
sourt Republican. A letter published in its columns in 1837 
shows the character of the charges: 


Can the bank give a safe and available currency and send 
money east of the mountains without its being shaved? If 
not it is not doing what it was created for. If it can and 
does not the directors should be discharged. It would not be 
heard of fifty miles from Saint Louis except for the wrangling 
of its managers. Nobody sees the notes of the bank. It is 
an insult to print Benton’s portrait on them. Starting during 
the suspension it was to be expected that it would not redeem 
its currency, but it could have issued post notes. As for 
discounts it does little. It gives punctuality but no facility. 
As for exchange it is 3 to 5 per cent instead of our old rate of 
Y% of 1 per cent. In published controversy it had been asked 
who stole its funds. It is clear they were stolen. The great fun- 
damental requirement was disregarded when paper money 
was accepted for stock. This cut off the specie supply. 
Moreover, $100,000 of its scanty stock was sold to the United 


1 Minutes of an Adjourned Meeting of Delegates from Various States, 
City Hall, N. Y., Apr. 11, 1838. 

*City Directory of St. Louis, 1838. 

> Mo. Argus, Sept. 6, 1838. 
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States Bank for its notes. The governor asks the officers of 
the bank if they are honest men and they answer “ yes ”.* 


The query of the governor mentioned in this letter re- 
fers to an investigation instituted by him to find the basis 
of the stories being circulated about the bank. He ad- 
dressed a communication to the president of the bank ask- 
ing very pointed, but not quite diplomatic questions about 
the conduct of the business. The Republscan made a great 
deal of sport of this questionnaire, indicating that no man, 
when asked pointblank if he were honest, would deny it.’ 

The reply of the president was to appoint a committee of 
three directors to examine the bank and report their findings 
to the governor. The members of the committee were John 
O’Fallon, S. S. Rayburn, and F. L. McGill. They reported 
that no favoritism had been shown in making loans and 
that they had been scattered as much as possible in order to 
accommodate the maximum number of people. One or 
two large loans for short periods, to be paid at maturity, had 
been made in the East, but these were regarded as exchange 
transactions. The total loan account stood at $737,037.07 
but $324,000 of this had been purchased from the Commer- 
cial Agency. Of the rest $119,472.47 had been loaned in 
the state outside of Saint Louis. Replying to the charge 
that city customers had been favored, the committee stated 
that barely one-half of the city applications had been granted 
while nine-tenths of those from the country had been ap- 
proved. The five largest loans purchased from the Agency 
were to city merchants and were respectively for $17,000, 
$14,000, $14,000, $13,000, and $9,000. These had been 
reduced at the rate of ten per cent each four months. 
Loans of from $6,000 to $10,000 had been made to other 
city merchants since the opening. The banking house of 


1Mo. Republican, Dec. 28, 1837. Adapted from a long letter. 
*Mo. Republican, Dec. 16, 1837. 
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the Agency had been purchased for $37,500 to be paid for 
one-half in two years, one-fourth in three, and the balance 
in four years, with 6 per cent semi-annual interest. It was 
being carried on the statement at $49,906.75, the increase re- 
presenting expenses of remodeling and interest as paid. In 
answer to the governor’s question about overdrafts it was 
stated that none had been allowed intentionally. Of the 
outstanding stock $163,050 was owned by individuals. 
Fifteen-hundred-and-twenty dollars had been forfeited for 
non-payment of installments. The specie in the vaults was 
given at $628,000 or $50,000 more than the paid-up capital 
stock. With regard to the questions of the governor about 
the character of the officers, the committee said their 
character was good and they believed them to be efficient 
and economical. The Republican published the report in 
. full without comment, but The Argus called it a vindication 
of the bank and a proof that the officers had regarded their 
oaths.* 

Much difficulty had been experienced in marketing the 
state bonds. An attempt had been made to sell them to 
John Jacob Astor, but negotiations had been broken off.’ 
In August, 1838 the sale of $400,000 of them in New York 
was announced. The name of the purchaser was not 
given.> The Tenth General Assembly convened on Nov- 
ember 19, 1838 and Governor Boggs in his opening message 
took up the question of the bond difficulties. He said in 
part: 


The bank was incorporated last session and started up but 
a short time before the general suspension throughout the 
Union, so it was unable to render much aid to the country. 


1Mo. Republican, Dec. 21, 1837 and Mo. Argus, Dec. 23, 1837. Copied 
from Jeffersonian Republican (Jefferson City, Mo.). 

* Financial Register Philadelphia, Feb. 28, 1838. 

3 Jbid., Aug. 8, 1838. 
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But the Bank has done its best to relieve the pressure. It 
has been managed so as to maintain its credit unimpaired and 
now stands in successful operation. According to the charter 
I took $624,000 stock for the State School Fund The residue, 
$875,000, is held for the use of the state. State bonds are to 
be used to pay for this but they have not been sold, although 
the bank has tried. The trouble is a technical mistake in the 
bonds. Moreover, the charter is not right for there is no 
provision for a surplus. If in some year there were no pro- 
fits, the state interest would not be paid. This irregularity 
in dividends may make the stock unpopular. The charter 
doesn’t closely define the relation of the bank and its branches. 
The amount of branch capital and the number of branches 
should be limited by law." 


A House committee was appointed to study the recom- 
mendations of the governor. It reported that $401,856.18 
of the bonds were still unsold, but that the failure was not 
due to lack of state credit or negligence of the bank, but 
rather to technical defects in the bonds themselves. It 
made four recommendations as follows: 


1. Change the interest rate on the unsold bonds from 5% to 
6 per cent and make both interest and principal payable in Lon- 
don in pounds, francs, or guilders. This should increase the 
quotation from 5 to 7 per cent. 

2. Change the charter provision requiring the net profits to 
be paid out in dividends semi-annually so that 1 per cent can 
be set aside each year as a surplus to cover bad debts. 

3. Reopen subscription books for private stock as the 
authorized amount has not all been sold. After twenty days 
let the state take all that is unsold. 

4. Allow the bank to sell its holdings of state bonds at its 
option in order to get funds in time of sudden pressure.” 


1 Jour. Senate of Mo., 10th General Assembly, 1838-39, pp. 19-21. 
Adapted. 


2 House Journal, roth General Assembly Mo., p. 119, Report of the Com- 
mittee to which was referred the Matter of the Sale of the State Bonds. 
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Most of these suggestions were embodied in the following 
amendments to the charter made during this session : 


Section 1. All unsold state bonds were to be withdrawn. 

Section 2. New bonds bearing 6 per cent interest payable 
semi-annually were to be substituted for them. 

Section 3. Principal and interest were made payable in Lon- 
don. 

Section 4. The faith and credit of the state was pledged 
under Section 37 of the original charter to guarantee deposits 
and all bills payable. 

Section 5. Under Section 37 the limit on loans to one per- 
son was made $5,000 but smaller borrowers were to have the 
preference. 

Section 6. One per cent of the capital stock was to be set 
aside from each year’s earnings for surplus. 

Section 7. Interest on state bonds already sold may be paid 
by the bank and taken from the state’s share in the dividend. 

Scction 8, Inland exchange may be charged by the bank 
and its branches. 

Section 11. Subscription books to be reopened for 20 days, 
after which the state shall take the unsold balance. 

Approved, Feb. 8, 1839. 


A bill was also approved establishing a branch at Palmyra 
under much the same conditions as that at Fayette. The 
president and four state directors were to be elected by the 
General Assembly and four private directors were to be 
appointed by the private directors of the mother bank. In 
case not all the private stock should be taken the number 
of private directors could be reduced proportionately to not 
less than two. Their terms of office were the same as for 
the mother bank. Ten per cent of the paid-up capital of 
the bank was assigned to Palmyra but any unused part could 
‘be recalled after sixty days.” 


1 Laws of Mo., 1st Session, 1oth General Assembly Mo., p. 10 et seq. 
*Ibid., p. 10. 
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The legislature took occasion to offer some advice about 
the conduct of the business. A resolution was passed ask- 
ing that loans be renewed unless funds were in demand by 
other customers. It was also suggested that measures be 
taken to prevent depositors of public funds from checking 
them out for private purposes." An attempt was made to 
aid manufacturers by forcing the bank to make loans to 
them at low rates. This was referred to the Judiciary 
Committee which reported that such action would be in 
violation of the bank’s charter, that the charter was a con- 
tract to which the state was one party and those who pur- 
chase stock were the other. Being a contract a change 
could not be made without the consent of both parties. 
Such a bill as this, the committee said, imposes a duty on 
the bank to lend money in a manner not mentioned in the 
charter, to a particular class not mentioned in the charter, 
and at a rate unreasonably low. If it could force the bank 
to lend money for five years, why not for twenty? If to 
a manufacturer at 5 per cent, why not to a farmer at I per 
cent? It suggested that rumors of tamperinng with the bank 
by the legislature would impair its credit and that the lending 
of its funds was the business of the president and directors. 
The logic of this report was accepted by the legislature and, 
instead of the proposed law, a resolution was passed saying 
that in the judgment of the General Assembly it would be 
expedient for the bank to make liberal loans to manufac- 
turers.” : 

The condition of the bank at this time is shown by the 
following comparative statements: 


1 House Journal, 1oth General Assembly Mo., 1838-39, p. 357. 
2 Senate Journal, 1oth General Assembly Mo., p. 282, 1838-39. 
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Jan. 14,18371  Maytrs5, 18372 Dec. 30, 18378 
$870,384 $1,034,852 


Fe ee en eee $1,298,811 

Real Estate .......... 50,101 
Other Investments ... 3,241 3,241 67,335 
Due from Banks ..... 508204 56,684 45,271 
Notes of Other Banks 449,064 719,977 223,930 
SPeCIC a aiewisiencwass 222,944 409,553 628,167 
Capital, 223 Genetica 607,308 
Circulation .......... 94,000 
Deposits .......-..... 2,262,900 1,188,137 748,655 
Due to Banks ........ 299,749 835,128 348,095 
Other Liabilities ..... 188,836 


This gives something of a picture of the effect of the panic. 
Loans were contracted. Deposits sharply decreased and 
specie holdings increased. The bank had evidently with- 
drawn all possible funds from other banks and turned their 
notes into specie wherever it could. The panic had been 
weathered without serious injury, but grave problems were 
ahead in the depression period. 


1 Financial Register Philadelphia, Apr. 25, 1838, p. 346. 
*Ibid., May 9, 1838, p. 364. 
*Tbid., July 25, 1838. 
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CHAPTER XI 
THE Ficut AGAINST UNSOUND MONEY 


AFTER the panic of 1837 the State Bank steadily refused 
to expand its circulation or take any unusual risks. Ac- 
cordingly it furnished a very small part of the currency 
needed for the transaction of business in Saint Louis. The 
deficit was made up by notes of the banks of surrrounding 
states. Illinois currency became especially plentiful. 

The officials of the bank became fearful for the safety 
of these notes. They were not then redeemable in specie, 
and conditions seemed to be growing worse rather than 
better. Accordingly on November 12, 1839 the board of 
directors passed a resolution that in the future the bank 
would receive on deposit only its own notes and specie or. 
the notes of specie-paying banks. In case exception was 
made to the rule of refusing suspended notes offered for 
deposit, repayment was to be made in the same sort of funds 
as paid in.” This drastic action greatly excited the mer- 
chants. Many of their customers, particularly those in II- 
linois, had no means of payment except these notes of 
suspended banks. And now without warning the bank had 
shaken their standing as media for the settlement of debts 
and contracts, thereby increasing their depreciation. The 
merchants felt the bank had not played fair, for in 1837 it 
had borrowed funds from the State Bank of Illinois and 
had issued a circular containing a list of approved currency 
including the issues of the IHinois bank. Relying on this, 


1 Edwards, op. cit., p. 367 and City Directory St. Lowis, 1839. 
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the merchants accepted these notes in business transactions 
and claimed the policy should not have been changed with- 
out reasonable warning.” A committee of business men 
asked President Smith to allow them to protect their busi- 
ness honor by paying all collection paper already discounted 
at the bank in paper of the kind hitherto considered bank- 
able. They also asked that other loans already contracted 
be considered as accommodation paper and made payable 
under rules applying to such paper, i. e. interest and any 
curtailment of the loan to be paid in specie. President 
Smith was not inclined to favor the proposal but finally 
agreed to lay it before the directors. The board, however, 
decided to adhere to its original plan on the ground that 
the refused notes were sure to grow worse and that, as 
trustees, they were bound to protect the bank. At this junc- 
ture eleven well-known business men of the city came for- 
ward and offered to indorse the currency, thus indemnify- 
ing the bank for any loss it might suffer. These men were 
George Collier, Pierre Chouteau, E. Tracy, John Walsh, 
William Glasgow, Henry Van Phul, John Kerr, G. K. Me- 
Gunnegle, John O’Fallon, and J. C. Leville.* It is to be 
noted that several of these men were also directors of the 
bank. However, they evidently represented minority opin- 
ion, for the board declined the offer. 

It was not expected that the bank would refuse a citizens’ 
bond. Nothing seemed ahead but ruin and there was no way 
to avert it. A mass meeting of business men was held at 
the court house to discuss the action of the bank, and the 
following resolution was passed: 


That it be the sense of this meeting that it will be no dis- 
credit to any individual having paper maturing this day at 


1 Mo. Argus, Nov. 20, 1839. 
*Edwards, op. cit., p. 367. 
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the Bank of Missouri, to allow said paper to go to protest, 
if a tender is made at the bank or to a notary of currency 
hitherto bankable, and is refused." 


It was also decided to remove deposits. A copy of the 
minutes of this meeting, signed by Wayman Crow, Secre- 
tary, was sent to President Smith. In a public reply Smith 
said: 


It would set all law and order at defiance to let your paper 
go to protest. Reason will resume her sway. The tone of de- 
fiance makes it impossible to give reasons. 

John Smith, President ? 


The Republican condemned the bank in no uncertain 
terms, charging that the weakness which made such action 
seem advisable was due to excessive loans to directors and 
to mismanagement. The statement was made that one dir- 
ector had borrowed more than any business man in town. 
The Argus entered a general denial.* The state of popular 
excitement is shown by the following editorial: | 


The bank excitement continued very high during yesterday. 
In fact it is the only subject matter of conversation or con- 
sideration. The merchants, it might literally be said, have 
forsaken their counting rooms, and the mechanics their shops. 
Wherever two or three met, the action of the bank was the 
theme of conversation; and in every circle which we have 
fallen in with, the resolution of the directors was condemned 
without measure or reserve. In truth there has never been, 
in this community so universal and unanimous a condemna- 
tion of any measure as this.‘ 


1Mo. Republican, Nov. 13, 1839. 
*Mo. Argus, Nov. 22, 1839. 

* Ibid., Jan. 31, 1839. 

‘Mo. Republican, Nov. 13, 1839. 
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The Argus attempted to defend the bank. It character- 
ized the indignation meeting as a bluff and commended the 
directors as men worthy of the trust committed to them. 
The withdrawal of deposits was called, “a run created by 
politicians with results too pitiful to notice”. An attempt 
was made to give the reasons which actuated the directors. 
It was claimed that the circular of 1837 in no way bound 
the bank when conditions changed, especially since the bank 
had expressly reserved the right to vary the list of approved 
notes from time to time as deemed expedient. Everyone 
knows, it continued, that the Illinois Bank will probably be 
unable to resume specie payment and may fail. It called 
attention to the fact that its paper was depreciating daily and 
that it was quoted 8 per cent to 10 per cent under current the 
day before the Bank of Missouri resolution was made public. 
Moreover, no statement of the State Bank of Illinois had 
been published for some months. A vigorous denial was 
made to the charge that the Illinois State Bank had received 
unfair treatment. On the contrary the Bank of Missouri 
had tried to protect it by demanding specie only in case 
of necessity. It concluded that for the Bank of Missouri 
to attempt to hold up $3,000,000 to $5,000,000 of bad Tili- 
nois paper would be suicidal and would render no help.’ 

Public opinion, however, was with the merchants. The 
stand of The Argus ruined it. Subscribers rapidly drop- 
ped off and it was soon sold at a forced sale. 

Now just why did the State Bank of Missouri consider 
it necessary to take such a stand? In the first place its 
own condition was rapidly becoming unsatisfactory. It 
held large amounts of the notes of suspended banks ($593,- 
550 in 1838),” and their value was daily becoming more un- 
certain. Large loans had been made to St. Louis merchants 


1See Mo. Argus, Nov. 20 and 22, 1839. 
*See Pope, op. cit. p. 91. Statement is published in Mo. Argus, Dec. 
31, 1838. 
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and their payment seemed remote. Banks all around were 
suspending specie payments or had done so. If the Bank of 
Missouri was to be anything better than a “rag bank” it 
was evidently time to take drastic means to protect its credit. 
At this time, however, it held specie to the amount of 
$691,000." This general condition with a slight change 
for the worse continued all through 1839. The second 
main reason for the action of the bank had to do with the 
situation of Illinois. A large part of the notes of other 
banks held represented those of the State Bank of Illinois. 
That institution was rapidly on the down grade. It had 
resumed specie payment on October 3, 1838 but had soon 
been forced to suspend again. Its statement for February 
28, 1838 showed specie holdings of only $524,992 or less 
than those of the Bank of Missouri, while its circulation was 
$1,838,325 and individual deposits $177,085. The trouble, 
however, was not here but in its loan accounts. Nearly 
$3,000,000 had been loaned on speculative real estate and 
state canal and road projects. Everybody was expecting 
a crash and its notes were regularly quoted at least 10 per 
cent under current. The complete statement is here given: 


Assets Jan. 8, 1838 Liabslstses 
Discounts ..........00% $2,920,325 Capital ................ $3,515,000 
Real Estate Loans ..... 484,740 Real Estate Fund ...... 500,000 
Bills of Exchange ..... 593,154 Circulation ............ 1,838,325 
Ill. Improvement Stock 1,765,000 State Banks & Branches 2,847,601 
Ill. and Mich. Canal... 525,000 Other Banks .......... 347,077 
Real Estate ........... 25,806 Unclaimed Dividends .. 1,350 
Personal Property ..... 4,944 Retained Dividends .... 81,130 
Expense Account ...... 5,099 Canal Fund ........... 420,000 
State of Illinois ....... 23,200 Fund Commission ..... 4,473 
State Banks & Branches 2,740,983 Individual Deposits .... 177,085 
Other banks ......... we 144,529 Interest ............... 51,601 
Ill. and Mich. Canal ... 43,631 Surplus ............... 54,556 
Notes of Other Banks . 46,433 Profit and Loss ....... 17,652 
SPECIE 22 Gncvecsseseee 524,992 
$9,856,836 ~ $9,861,850 


1 Ibid. 
1 Financial Register, Philadelphia, Feb. 28, 1838, p. 283. Cents are 
omitted but there is another slight error as statement does not balance. 
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The fears of the Bank of Missouri directors were soon 
realized. By 1842 Illinois bank paper had fallen to 66 and 
state warrants were quoted at 50." In 1842 Governor 
Carlin had called attention to the suspension of the bank and 
had recommended legislative action. He laid the trouble 
to railway and canal loans.? His successor, Governor Ford, 
recommended liquidation and cancellation of $2,050,000 of 
state bonds on the surrender of that amount of bank stock 
held by the state. The legislature in 1843, acting on his 
suggestion, repealed the charter and gave four years time 
for liquidation. In order to protect its interests the Bank 
of Missouri brought suit in the United States Courts and 
secured the appointment of three receivers to wind up the 
bank and apply the assets to payment of its debts.* 

The effect of the refusal of the Bank of Missouri to 
receive notes of suspended banks was unquestionably far 
reaching, but it is almost impossible of estimation. Other 
factors were involved in the condition of the bank. ‘At any 
rate between January 1, 1840 and January 1, 1841 deposits 
decreased from $1,174,532 to $322,909, and notes of other 
banks held decreased from $212,465 to $42,345. Much 
of this can be explained by the general business depression 
of the time and the consequent falling-off of government 
land sales. The Saint Louis land office was still furnishing 
by far the largest part of the deposits. 

The immediate result was, however, a substantial with- 
drawal of deposits from the State Bank. During one day 
withdrawals exceeded deposits by $20,000. The govern- 


1 Garnett, op. ctt., p. 38. 

* Hazard’s Register, vol. iii, p. 428. 

5 Garnet, op. ctt., pp. 40 and 42. 

‘For discussion on this point see Pope, op. cit., p. OI. 
5 Mo. Argus, Nov. 22, 1839. 
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ment was depositing heavily at just this time, so specie 
holdings and deposits both held up well. In a very short 
period $162,000 in specie was deposited by the land office 
and after the run the bank reported specie holding of $570,- 
o000.* Government funds, however, were rapidly with- 
drawn after this date. It is evident that the bank had saved 
itself at a heavy cost of local esteem, but it, at least, had 
the satisfaction of being the only bank in the West that did 
not suspend. It could not, however, drive out the de- 
preciated Illinois notes. Its own circulation was too small 
to do more than set standards, but it did do that much, even 
though the effort was not appreciated. The Illinois notes 
continued to pass current in small transactions and were re- 
ceived at a discount in larger deals.” It was soon necessary 
for every business house to have a counterfeit detector. 

The funds withdrawn from the State Bank were de- 
posited with insurance agencies, private bankers, and parti- 
cularly with the Saint Louis Gas Light Co. The latter in- 
stitution was incorporated by the Missouri legislature in 
1839 with a minimum capital of $100,000 with permission 
to increase it to $600,000. It was in fact started with a 
fully paid capital of $200,000. Its business was to provide 
lights for the city, but, although $40,000 was spent on the 
works, its early business was mostly of another sort. It 
received money on deposit and made loans, but issued no 
currency. The banking business was, however, transitory 
and was wholly given up in 1842." Likely most of its de- 
positors eventually went back to the State Bank. 

As the period of depression continued the State Bank 
found itself more and more unable to withstand the forces 
of suspension. The business community had to use such 

1Mo. Argus, Nov. 22, 1839. 

*Carr, op. cit., p. 165. 


*See Report of Directors St. Louis Gas Light Co., 1848 (Harvard 
Library). 
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money as was available and the refusal of the bank to re- 
ceive it on deposit was a constant inconvenience. Accord- 
ingly, on March 12, 1841 the resolution was rescinded and 
deposits of the notes of paper banks were again accepted." 
This action caused much criticism in the bank journals. 
The Philadelphia Journal of Banking accused it of acting 
as agent for the suspended banks of Illinois and of carry- 
ing on its business under cover of a mere technical main- 
tenance of specie payments.? By receiving such notes on de- 
posit and paying them out again it facilitated their use as 
currency in Missouri. Moreover, it ceased redeeming the 
notes of its branches at the Saint Louis office.* This caused 
them to be rejected at the land office as transportation was 
too poor to give much value to redemption at the branch 
counters. However, they were always redeemed when pre- 
sented. In spite of the method used it remained true that 
the notes of the home office were always redeemed at par on 
presentation. This was possible because of the lessened 
burden on account of throwing the branches on their own 
resources and because the issues were carefully restricted. 
The circulation was only $257,430 on July 1, 1841.‘ East- 
ern quotations were not par, however. Part of this was 
due to difficulties of distance and transportation and part 
to the fear that redemption might not be maintained. The 
branch policy gave some grounds for this fear. Five to 
seven per cent was the usual discount.5 Small dividends 
were declared throughout the period of depression as fol- 
lows: 


1 Pope, op. cit., p. QI. 

*Jour. Banking Philadelphia, Nov. 24, 1841. 

*Ibid., July 21, 1841, p. 26. 

*Jbsd., July 21, 1841. 

Quotations were regularly given in the Jour. of Banking Phila- 


delphia each week. The ‘Mo. figure was usually not far different from 
those of other Western banks. 
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January I, 1839........... $17,515.81 
July 1, 1899 .............. 19,710.38 
January I, 1840........... 10,146.17 
JUly 1, 1S ecctescedvecds 8,167.91 etc. until 1843} 


Owing to the fact that many of the notes of the banks held 
were never redeemed, these dividends were likely, in part at 
least, paid out of capital. Dividend payment was sus- 
pended after January, 1843 and was not resumed until 1845. 
On June 1, 1840 the suspended debt was given as $65,- 
191.59." The statement for July 1, 1841 shows a con- 
siderable decline in business from the days of 1838. The 
suspended debt had increased to $148,932. Other figures 
were: notes of other banks, $156,510; specie, $273,290; 
circulation, $257,430; and individual deposits, $258,233. 
The state owed the bank $275,000 and there was a bills 
payable account of $183,000.* 

About the best that can be said is that the bank was able 
to maintain its organization and pay specie on its notes 
until national conditions began to improve in 1843. It was 
forced to lower its ideals somewhat, but a more or less 
constant struggle against cheap money forces was carried on 
and, judged by other Western banks of the time, it achieved 
no small measure of success. At least the organization re- 
mained intact and the bank was in a position to expand as 
opportunity offered. Its officers had become familiar with 
the problems pressing for solution. The next twenty-five 
years were to be years of great service to the state. It was 
largely to take the form of the setting of standards—and 
that work had already been begun. 

1“ Report Mo. Auditor,” 1840, p. 504 in appendix Senate Jour., 11th 
General Assembly Mo. 

*Hasard’s Register, June 30, 1840, p. 94. 

* Jour. Banking Philadelphia, July 21, 1841. 
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CHAPTER XII 
THE CAREER OF THE BANK 1843 TO 1857 


For a few years after 1839 the State Bank had been en- 
gaged in a not altogether successful fight against the forces 
of unsound money; but by 1845 it was in a sound condition 
and had begun its decade of greatest prosperity. It was 
during this period that it earned the title of the “ Gibraltar 
of the West”. From this time until the panic of 1857 
it dominated the financial affairs of the state and 
its business with a skill and safety rarely equaled in the 
history of early American banking. The story of its pro- 
gress and service to the state can perhaps best be set forth 
by a chronological treatment. 

The fight against cheap money had aroused great bitter- 
ness. The legislature had shown its confidence in Smith by 
reelecting him to the presidency of the bank, but his position 
became to unpleasant that he resigned in 1842, osten- 
sibly because of inadequate salary. The Hard-Money De- 
mocrats attempted to secure the election of Dr. Penn of 
Howard County to succeed him, but St. Louis feared his 
policy would be too drastic and threw her weight for F. 
Kennett, a director who had been in favor of depreciated 
currency." Kennett, however, did not prove to be a sat- 
isfactory political tool. He at once instituted a more ag- 
gressive policy and refused to accept any notes on deposit 
except those of his own bank. This completely discredited 


1McClure, C. H., “Early Opposition to T. H. Benton in Mo.,” in 


Mo. Historical Review (Columbia, Mo.), April, 1916, p. 168 
188 [460 
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the Illinois currency and caused so much disturbance of 
business that Congress made it the subject of an investiga- 
tion.* 

The Thirteenth General Assembly passed a considerable 
amount of legislation relating to the bank. It made pro- 
vision for new branches at Jackson and Springfield under 
the usual charter terms, and then proceeded to the question 
of the proper attitude to be taken on depreciated currency. 
It indorsed the action of the bank, but criticised it for 
ever having receded from the position taken in 1839. A 
committee was appointed to make an examination of the 
suspended debt and to find the names of all state officers 
holding stock in the bank, together with the amount owned 
by each. An act was passed providing that it should be 
unlawful for the mother bank or any of its branches to 
receive notes under $5.00 after July 1, 1843 or under 
$10.00 after January 1, 1844. It was to deal in no notes 
not redeemable in specie on demand. All contracts in de- 
preciated paper made after this date (February 28, 1843) 
were declared void and a fine of $500 was to be assessed on 
all violators. Brokers were to be fined $1,000, and any 
guilty corporation was to lose its charter. An exception 
was made in the case of the State Bank which was allowed 
to sell its Illinois notes, provided they were sent out of the 
state.* All foreign banking agencies were notified to leave 
the state and were denied the protection of the courts.* 

The bank now seemed to have the full confidence of the 
legislature. At this time the state stock amounted to $954,- 
205.22 but was not being increased. The dividends were 
being paid to the University and to the county common 


1 Shepard, op. ctt., pp. 162 and 163. 


7It had $225,000 of such paper. See Sumner, W. G., History of 
Banking in All Leading Nations, vol. i, p. 412. 


3 Laws of Mo., 13th General Assembly, 1st Session, 1843. 
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school funds. Branches were being operated in Fayette, 
Palmyra, Jackson, and Springfield. These were as yet 
little more than one-man banks, but the home office had 
nine employees.’ . 

The next legislature established a branch at Lexington 
and passed a resolution suggesting reduction of salaries of 
officers to a maximum of $1200 a year. The bank was 
also instructed to return all unsold state bonds in its pos- 
session. A few years before the state had borrowed a large 
sum for the capitol building at Jefferson City. The new 
president did not think this a satisfactory loan and had re- 
quested its payment. Accordingly a bill was passed author- 
izing the issue of $175,000 bonds for this purpose. The 
bank endorsed them without recourse to aid in their market- 
ing.* 

The bank was rapidly getting into better condition. On 
December 31, 1845 it had a circulation of $2,195,540 and 
deposits of $1,295,508. Loans were $1,433,000; bills of 
exchange, $1,277,000; and cash and sight exchange, $1,685,- 
ooo. This last item did not include about $207,000 Illinois 
paper still held.* F. Kennett was still president and Henry 
Shurlds, cashier. Other members of the board were E. C. 
Angelrodt, W. T. Christy, John O'Fallon, W. L. Sublette, 
R. A. Barnes, George Collier, J. B. Sarpy, Ed. Walsh, R. 
Campbell, O D. Filley, T. M. Horne, and W. C. Hardin.*° 

Comparative statements for the next year or so show a 
steady growth but a continuance of the policy of extreme 
caution. | 


1“ Report Mo. Auditor,” 1844, in Appendix Jour. 13th General As- 
sembly Mo., p. 134. 

*City Directory St. Louts, 1844. 

*Taws of Mo. 1845. 

‘Bankers Magazine (Boston), Feb., 1848, p. 547. 

6 Skillman, W. D., The Western Metropolis (St. Louis, 1846), p. 93. 
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(000 omstied) Dec. 31, 18471 Dec. 30,1848? June 30, 1849 * 
Capital: siciwsdcteeesdcinax $1,204 $1,208 $1,208 
Surplus <6suescece bases 98 135 
Undivided Profits ......... 196 186 182 
Circulation ............... 2,404 2,569 2,330 
Deposits .........02cceeees 1,363 1,735 1,785 
Discounts ............006. 1,726 1,816 1,877 
Bills of Exchange ........ 647 1,064 953 
SOCIO: csndces oiecuted eas 2,314 2,427 2,220 


Regular five-percent dividends were paid after setting aside 
the regular state bonus and required additions to the sur- 
plus account. President Kennett had been succeeded by 
Robert Campbell and, upon his resignation in 1849, J. M. 
Hughes had been elected to the presidency.* 

A considerable local sensation was caused during 1849 
by the refusal of the bank to redeem $5,000 of its own 
notes in the legal currency of the United States. It had 
given these notes in return for deposits of foreign coins 
and insisted on the right to repay such coins at the rates at 
which they were received. There is no record, however, 
that the case was taken to the courts.° 

The year 1850 brought heavy declines in deposits and 
specie and an increase in loans.° It was also a year of ex- 
citing incidents. It was discovered that large quantities of 
the notes of the bank ‘had been counterfeited in California." 
They finally reached St. Louis and were discovered by a 
teller of E. W. Clarke and Brother. Page and Bacon had a 
large amount of them in their vaults and had had them for 


1Bankers Magasine, Feb. 1848, p. 547. 

*Ibid., Mar., 1849, p. 585. 

*Tbid., Sept., 1849. 

4 Ibid., March, 1849, p. 585. 

* Tbid., Oct., 1849, p. 359 copied from St. Louis New Era, Oct. 6, 184 
*Ibid., May, 1850, p. 933. 

'Ibid., Dec., 1850, p. 508. 
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some time. The signatures were excellent. Cashier 
Shurlds called his a perfect copy. A robbery inside the 
bank was also causing great difficulty. On August 11, 1849 
it was discovered that a large amount of gold had been 
stolen." Page and Bacon had presented a draft on the bank 
and demanded gold. The specie teller was absent and had 
taken the key to the money vault with him. Officials of 
the bank went to a reserve compartment to get the required 
gold and discovered that one bag of gold had been re- 
moved from each of sixteen boxes ($120,700 in all). The 
boxes had been resealed with counterfeit seals. Nathan 
Childs, Jr.. who had been specie teller almost from the 
organization of the bank but who had recently resigned, 
was placed under arrest. He was released under heavy 
bail. At the preliminary hearing the case was transferred 
to the grand jury which found a true bill, and Judge Cox of 
the criminal court fixed the trial for September. When 
the case was called the bank asked for more time in which 
to secure evidence and was given until December. At the 
trial only circumstantial evidence was offered and the jury 
found a verdict of not guilty. An appeal was taken, but 
on account of the death of the chief witness the attorney 
for the bank took a non-suit. The trial had caused great 
excitement. The state had six lawyers, the defendant seven. 
The bank had attached Childs’ property, giving bond for 
$250,000. This and injury to his character caused Childs 
to bring suit against the officers of the bank for $50,000. 
Judge Treat, however, sustained a demurrer entered by 
the defence on the ground that the officials were acting in a 
corporate capacity. The excitement produced by the case 


1 Bankers Magasine, Oct., 1849, pp. 330 and 358; Dec., 1849, p. 492; 
Feb., 1850, p. 674; Apr., 1850, p. 865; Mar., 1851, p. 776. See also City 
Directory of St. Louis for 1850. Further details of this case as they 
appear in the official state examinations will be given in the next chapter. 
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caused the bank to publish a special statement of condition 
as of August 15, 1849. It is given here: 


Resources 

Branches for Capital ...............0005 $600,294.20 
Discounts: signe tigsecetwus caenatistete 960,450.11 
Exchange on East and South (sight) .... 322,412.72 
Exchanges Maturing .............eeeee: 200,716.31 
Banking house ........cccecceccccccccecs 50,000.00 
Due from State for Interest ............. 100,842.25 
LOan? to: State ecc.nocasseaeeush conn saaeey 4,270.93 
Bills Receivable Sale of Real Estate ..... 31,310.78 
Suspended Debt ............cccccenccees 88,241.48 
Suspense Account ..........c.ccceeecees 1,208.17 
Expenses since June 30 ............0ceeee 1,530.33 
Protest Account ...........cccceeeeecees 90.31 
Due from Banks ..............cceeeceees 38,785.17 
Certificates Bank of Illinois ............. 191,533.33 
Warrants Mo. Treas. ..............0008- 14,742.93 
Gold and Silver ............cceecececees 1,577,734-53 
Foreign Coin Deficit ................000: 120,921.62 

$4,305,097.17 

Liabilities 

CCaOita) fishin oars Ces cse tip eerae ars $1,208, 751.83 
Due Depositors ............ccsecccececes 1,447,858.29 
Due on Dividends ..............cceeceeees 6,635.62 
SUPplOS 6:5 605s Sead eww eae wes 252,130.54 
Circulation ............ccceecccccceenees 1,264,480.00 
Due to banks .......... ccc ccccecccceee 125,231.89 

$4,305,097.17 


In 1851 efforts were made to secure settlement of claims 
against the state. Short term advances had been made in 
considerable amounts but, due to disagreements about the 
interest charge, these had not been paid and had been 
carried on current acount for some years. The legislature 
appointed a commission with power to make full settlement 
and the bahk agreed to accept its award. Ninety-seven 
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thousand dollars were paid in satisfaction of the bank’s 
claim for one-hundred and ten thousand dollars.* 

During 1852, 1853, and 1854 the bank statement re- 
mained fairly constant. The specie holdings rarely ex- 
ceeded $1,500,000 and the circulation remained somewhere 
near the $2,500,000 mark. The number of branches was 
not increased although there was one change. The Jack- 
son office was closed and transferred to Cape Girardeau. 
This took place in 1853. The reason for the transfer 1s 
not altogether clear. The Jackson Branch had been highly 
prosperous, having shown total net earnings of $79,628.” 

The impending expiration of the bank charter in 1857 
was already causing a good deal of discussion. This will 
be taken up in a later chapter, but here an incident may be 
mentioned which reacted somewhat unfavorably on the 
bank’s political standing. There had been much criticism 
of the management of the state bond sales by the bank. 
Charges of inefficiency had been made more than once. 
In 1852 the president of the bank made a trip to New York 
and found at the Bank of America $215,000 of state bonds 
duly executed and indorsed by the bank. They had been 
placed there for sale in 1838. The bank had no record of 
their existence. President Hughes took possession of them 
and sent them to Jefferson City for cancellation. When 
they reached Jefferson City, however, it was found that all 
records relating to them had been burned in the capitol fire 
of 1838. The bank, of course, was unable to make satis- 


1 Bankers Magasine, Aug., 1851, p. 167. 

*Douglas, History of Southeast Mo. (Chicago, 1912), vol. i, pp. 
256, 262 and 318. R. Sturdivant was made cashier at Cape Girardeau. 
He remained in this position until the closing of the branch at the time 
of the sale of the state stock. He purchased the business and con- 
verted it into a private bank which was incorporated in 1882 as the 
Sturdivant Bank. It is still in existence and highly prosperous. 
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factory excuse for such gross negligence and the facts were 
used against it during the debates on the recharter bill.* 

The year 1852 also marks the death of Henry Shurlds. 
He had been elected cashier when the bank was organized 
in 1837 and had retained his position until 1850. He had 
since acted in an advisory capacity. His sound business 
judgment and conservative tendencies had perhaps been the 
greatest single factor in the success of the bank. He had 
worked in a quiet way but had exerted more influence than 
any of its presidents. His policies had been so stamped 
upon the bank that they continued to dominate it until the 
purchase of the state interest by Mr. Eads. Shurlds de- 
serves to be considered as one of the greatest bankers the 
Middle West has ever produced.’ 

The statement published in February, 1854 as of January 
Ist preceding caused wide and favorable comment. In 
round numbers its essential features were as follows: * | 


Resources Liabilstses 
Discounts .............0008 $1,963 Capital ............... soos $1,218 
Bills of Exchange ........ 1,004 Deposits ..........ccceceee 1,313 
Suspended Debt .......... 77 ~+irculation ............... 2,487 
Cash and Bank Deposits Surplus and Profits ....... gar 
subject to check ........ 1,413 


After making the usual additions to surplus and charging 
off some doubtful paper, a ten per cent semi-annual dividend 
was declared. For the preceding six months a seven per cent 
dividend had been paid. This 17 per cent net distribution for 
the year was a remarkable showing compared with other 
banks of the time. The Bankers Magazine commended the 
management and especially its spirit of helpfulness to the 
community. It expressed doubt whether any other bank in 


1 Bankers Magasine, Oct., 1852, p. 334. 
*Ihid., Sept., 1852, p. 252. 
*Ibid., Feb., 1854, p. 636 (000 omitted). 
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the United States had made so good a showing during the 
past year. Even the antagonistic Missour: Republican was 
unsparing in its praise.’ 

During 1855 and 1856 the State Bank continued pro- 
sperous and refused in large measure to enter into the 
growing craze for internal improvements. Its influence 
remained distinctly conservative. Its statement for June 
30, 1855 showed the following condition: ? . 


Resources Liabislities 
Discounts .........0eeee0. $4,927 © Capital idccdeescs saws ened $1,215 
Bills of Exchange ......... 1,208 Deposits ..........-0cecees 1,640 
Specie and Sight Exchange 1,721 Surplus and Profits ....... 344 
Suspended Debt and Bills Circulation ...........000- 2,234 
receivable .............. 242 


The business of the branches was given, viz: 


Office Discounts geet Suspended Specie Deposits Circulation 
Fayette ....... 202 70 I IoI 63 224 
Palmyra ...... 58 125 24 87 24 106 
Cape Girardeau 144 55 II 66 17 168 
Springfield .... 133 16 16 66 23 99 
Lexington .... 167 93 16 93 47 220 


The outstanding features of this statement are increased dis- 
counts, decreased bills of exchange, transfer of part of the 
suspended debt to bills receivable, increasing deposits and 
circulation, and disappearance of all Illinois paper. The 
first two of these came about largely from public criticism. 
It was felt that the limited capital of the bank should not 
be used for distant investments. Eight per cent dividends 
were declared. 

Local economic conditions were somewhat peculiar. 
Seemingly the wave of business expansion which was soon 


1Annual Review Mo. Republican, 1854, p. 23. 
*St. Louts Democrat, July 10, 1855 (000 omitted). 
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to culminate in the crash of 1857 had aroused only mild in- 
terest within the State. During most of 1855 and 1856 it 
was reported that money was easier than for some years 
and offerings were relatively light. In spite of newspaper 
demands for additional banking capital both the Boatmen’s 
and the State Bank repeatedly stated that they were in a 
position to more than satisfy the existing demands of their 
customers." However, at crop-moving times the shortage 
of banking capital always became evident and the usual 
newspaper demands for more banks appeared. At such times 
President Joseph Charless made use of his characteristic 
good humor and persuaded his customers to curtail their 
business where possible. This personal trait was of untold 
value to the State Bank.* The Democrat suggested that 
one could always get a smile at the State Bank even though 
loan applications might be turned down.* As a whole the 
city was much less prosperous than one might guess from 
the condition of the State Bank. Sheriffs sales were un- 
usually numerous. Advertisements of such -sales appeared 
in almost every issue of The Democrat during the spring 
and summer of 1855. The single issue of May 15th con- 
tained 112 and this was not an unusual list. It gives the 
impression that part of the reason for light offerings at the 
banks might be found in the inability of customers to give 
satisfactory security. Accordingly they made no requests. 
It was known that the State Bank considered it no part of its 
business to be an agent of philanthropy. The continued in- 
sistence of the St. Louis merchants that Illinois notes be re- 
ceived by the banks, and the increasing use of counterfeit 
detectors give additional evidence of local hard times. The 


1 St. Louis Democrat, July 16, 1855. Notes on economic and banking 
conditions in St. Louis appeared in almost every issue. 


2Charless succeeded J. M. Hughes. 
3 St. Lowts Democrat, Oct. 24, 1855. 
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merchants felt they could not afford to give up the Illinois 
trade, even though it involved very risky credits. The State 
Bank remained hostile to the Illinois notes. It had disposed 
of its supply and wanted no more. The other banks, how- 
ever, voted to receive these notes at some sort of a rate and to 
use their influence to sustain them. The State Bank was 
later induced to render some assistance. 

Its statement for June 1, 1857 showed no great change 
except a considerable decline in deposits and further in- 
creases of discounts. It went into the panic with a specie 
reserve amounting to 30 per cent of combined deposits and 
circulation. Moreover, it was now better able to control 
its business by a variation in the discount rate. The old 
charter restrictions had been removed. Ten per cent in- 
terest was now legal by contract. This law applied not 
only to the bank, but to the state in general. It had been 
enacted in the hope that it would attract capital for invest- 
ment in proposed railroad lines.” 

After 1857 the State Bank was to lose its commanding’ 
position, but at this time it stood far above all competitors. 
It had enjoyed the exclusive right to issue currency since 
1837 and during all that time had been fiscal agent for 
the state. Its limited capital and cautious management 
had restricted its business, but this had given Missouri 
a national reputation for banking integrity. So long 
as the bank functioned in such a way as to give general 
satisfaction, little was said about it. Most of the current 
newspaper criticism turned on the question of the need for 
additional banking capital, rather than on the management 
of the State Bank. The panic of 1857, however, demon- 
strated so clearly the inadequacy of the existing facilities 


1 St. Louss Democrat, June 13, 1857. 
2 See Bankers Magasine, April, 1855, p. 816, and ibid., May, 1856, p. 848. 
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that the state never again attempted monopoly control.* 
After 1857 the State Bank was allowed to go its own way 
with no further attempts by the government to offer con- . 
structive aid. 


1 It must not be thought that the panic of 1857 was the cause of the 
revocation of the exclusive issue privileges of the State Bank. The 
law providing for the charter of the independent banks of issue was 
enacted before the panic came, and the result of a reasoned decision 
that more adequate organization was required. This point is dis- 
cussed further in later chapters. 
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CHAPTER XIII 


AN ECONOMIC AND STATISTICAL STUDY OF THE ACCOUNTS 
OF THE BANK 


CONSIDERABLE notice has already been taken of the ac- 
counts of the State Bank, but chiefly in a manner incidental 
to questions of policy and historical development. It is 
difficult, however, to get a clear conception of the working 
of the bank without making a detailed study of its condition 
from time to time. Fortunately first-hand materials are 
available for this work. The General Assembly made fre- 
quent examinations and published the reports in the legisla- 
tive journals. All of these have been preserved. 

The life history of the bank covers the period from 1837 
to 1877; but after 1857 it was little more than one of 
several chartered banks, and, from 1866 to the failure in 
1877, the business was carried on under a federal charter. 
Accordingly, a study of its first twenty years will bring to 
light the distinctive features of the business and give a 
picture of its time of greatest power. For this purpose 
a somewhat detailed analysis of the published reports prior 
to 1858 will be attempted. A more general survey of later 
statements will be found in subsequent chapters. 

The charter had this to say about public supervision: 


Section 43. Twice each year the bank must submit a de- 
tailed expense account to the governor and at such times all 
accounts except private accounts of individuals must be pub- 
_ lished in two newspapers in the state. Either house of the 
i 200 [472 
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legislature may demand a statement and examine the bank by 
means of a committee. Before each General Assembly con- 
venes, the governor must appoint an examining committee 
none of whose members may be stockholders of the bank. 

Section 52. Statements must be given for November I pre- 
ceding each regular meeting of the General Assembly. 


In accordance with this authority regular examinations 
were made and, although they would scarcely be called 
adequate audits to-day, they were evidently honest efforts 
to get at the true condition of the bank. 

The first regular examination was made in 1838." The 
committee stated that its instructions had been very vague, 
so it had tried to make a general examination and had met 
with the greatest possible co-operation from the officials of 
the bank. The cash was found in boxes, bags, and pack- 
ages, each carefully labeled showing the amount inside. In 
every case these counts were verified by the committee, but 
as for the rest the method of examination seemed to be to 
ask the president and cashier questions and take their sworn 
answers. Many of these went into considerable detail. In 
round numbers the condition of the home office was found 
to be as follows: loans, $1,718,000, of which $326,000 
represented bills of exchange purchased; cash on hand in- 
cluding specie and notes of other banks, $1,116,000; cir- 
culation, $556,000; and individual deposits, $723,000. The 
complete statement is here given: 


1 Senate Jour., 1838-39, General Assembly Mo., p. 64 et seq. 


Google 


202 


THE BANK OF THE STATE OF MISSOURI 


NovEMBER I, 1838 


Resources 

Capital Fayette Branch ................-. $238,060.00 
Bills discounted ............-20csceeeeees 1,084,411.08 
State Bond Loan ................0ceeeee 70,000.00 
Domestic Bills of Exchange ............ 326,406.40 
Suspended Debt ...............eeeeeceee 4,410.19 
(Real -Fstate: s28..e buss cenhviee ees sone 43,220.09 
Furniture and Fixtures ................- 138.00 
Expense Account .............c ec eeecees 5,454.85 
Due from Banks ............csceeeeseeee 373,081.45 
Due from State ............2cc cece eeneee 6,361.01 
EXCHANGE. 2c: c5cc.eaueukuwstatacessenses 930.00 
Premium on Exchange ...............+.: 2,215.54 
Protest Account .............cseeeeeeees 119.84 
Notes of Other Banks ...............566- 435,090.00 
SPOCIE ssw seta racecars ewaked oeeweness 681,778.77 

$3,271,677.22 

Liabshitses 
Paid-up capital 
State <icsciveoiannc: $840,980.78 
Individuals ............ 178,770.00 

$1,019,750.78 
"reas: Of W: Se ceecsncsearsinereresaeres 237,301.92 
Treas. of U.S. Postoffice Fund .......... 204,498.85 
Deposits ssccscas cicscestiente eens 723,350.38 
Unclaimed Dividends ................... 9,380.49 
Interest and Exchange .................. 47,615.67 
Circulation: «scsd snide sauwseelean tesa 556,070.00 
Due t6: Banks ess cs4 esse aaeseusasd cnn 468,700.13 

$3,271,677.22 


[474 


It was further stated that the total loans made since the 
opening amounted to $4,058,934.75, and discounts on the 
local and exchange line to $650,640.08. The total operat- 
ing expenses had reached $29,237.02 all of which had been 
taken care of before dividends were declared except 


$5,454.85 incurred since July rst last. 


The furniture 


($1,427.68) had all been paid for except an item of $138.00. 
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The banking house cost $50,980.10 but $7,760.01 had been 
charged off from this amount. The suspended debt ac- 
count was given in some detail. This may cause some dif- 
fiulty to one not familiar with banking practice of the 
time. Instead of charging off doubtful paper by deducting 
it from undivided profits, it was customary merely to 
transfer it ter a suspended debt account and to continue to 
carry it on the statement. At this time there was only one 
branch. It was located at Fayette and reflected frontier con- 
ditions. Its customers had not yet become familiar with 
deposit currency, as is evidenced by the fact that its circula- 
tion exceeded $141,000 and deposits were under $20,000. 
Its notes were chiefly of the denomination of $20. The 
complete satement follows: 


Resources Liabilities 
Expense Account ..... $751.25 Deposits ............. $19,174.80 
Discounts ............ 198,992.89 Due Bank of Mo. for 
Domestic Bills of Ex- capital ............. 109,000.00 
change ............. 15,482.17. Due Bank of Mo. Cur- 
Real Estate .......:... 3,191.08 rent Account ....... 26,888.53 
Protest Account ...... 2.00 Premiums ............ 19.87 
Cash iciceeecstedes seus 83,061.94 Interest .............. 5,338.64 
Circulation ........... 141,060.00 
$301,481.34 $301,481.34 


The committee noted that the main office charged Fayette 
with $238,060 for capital while the Fayette Branch listed 
only $109,000. It was explained that this was due to the 
fact that the main office had added in notes furnished to 
Fayette for circulation and which were carried in a separate 
account by the branch. The committee made no attempt to 
criticize the statement or to offer suggestions for its im- 
provement. Later in the year (December 31, 1838) the re- 
gular semi-annual dividend declaration was made. The state 
received $50,498.13 as its share.’ 


1 Senate Journal, 1838-39, General Assembly Mo., p. 233. 
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The Examination of 1840 was much more complete.* In 
brief it showed that the effects of the depression were be- 
gining to be felt. The total resources were down to $3,- 
040,000, a loss of $231,000 in two years. The circulation 
had increased, but the main office had deposits of only 
$197,000. The Fayette branch was constructing a $16,000 
building and a new branch was in operation at Palmyra. 

The general method of the former examination was con- 
tinued. The money was counted and found to agree with 
the books. The expense account was examined and found 
correct except there were no vouchers for certain items of 
protest. The books of the Saint Louis office were declared 
correct so far as the committee was able to see. They then 
went to Fayette and Palmyra and conducted the same sort of 
examination as at the main office. The cash was found 
correct at both places. The Fayette officials explained their 
new building by the statement that the old one was wholly 
unsuited for the purpose of a bank office. The committee 
commented that the new one was suitable for nothing else 
and could never be sold if the branch were ever liquidated. 

The report itself was short, but a large number of ex- 
hibits, mostly under oath, were appended. Most of them 
are included here. 

The statement of the main office for October 26, 1840 
was as follows: 


1Pamphlet, “ Examination of Bank 180” from Senate Jour., 11th 
General Assembly Mo., 1840-41. 
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AN ECONOMIC AND STATISTICAL STUDY 
Resources 
Branch Fayette for Capital ..................- $109,000.00 
Branch Palmyra for Capital .................- 101,616.18 
Bills Discounted ........0c.cccccecccscecences 882, 111.95 
Loans to State 
To pay volunteers ............... $100,000 
Board of Internal Improvements .. 20,000 
Building ‘State Capitol ........... 155,000 
275,000.00 
Domestic Bills of Exchange .................. 184,409.34 
Suspended. Debt sic cs dcceeseetsavevs tees: 82,825.46 
Real Pstate ec ieacdacndoseawndenuusesiesoees 54,137.07 
Personal Property ............eccceneceeceees 40.00 
Expense Account ...........sccceccceecercoes 5,057.27 
Due from: Banks: ..3026642ds0stbueuw a sekiteeees 240,981.41 
Protest Account ..........cceccccccececeeceees 63.16 
State of Missouri ........... cc cece cee ccueeees 12,984.92 
Bank Notes on Hand 
Parent bank ...............06. $621,071.00 
Payette: 2:2. Aeck coisas yess 24,000.00 
Palinyra: scene ive sisiedss 710.00 
Other banks .................. 51,480.00 
aa 697,290.00 
SPECIE. -sasiven ceeds eta tadihdle tanceewins eed 394,306.60 
$3,040,543.36 
Liabsltties 
Capital Paid Up 
Shale ocean eee seats 4 $272,263.60 
‘School Fund ................ 558,132.91 
Seminary Fund .............. 97,768.89 
sinking Fund ............... 6,061.51 
PRVate:: csoi9645saueeel eons 244,640.00 
$1,178,866.91 
Vréas.:Of U,. Se) cnacivd aces Pi hied Gas0eSinwes 727,210.81 
Deposits: s.c0haw arcieie wae swedeesa laws cs 197,600.45 
Bills Payavlé si-diwticsd cates ciseadseiiecedss 9,871.87 
Unclaimed Dividends ................ceeeeee 1,370.62 
Interest and Exchange ................eeeee 20,903.59 
CORUINGENE sich i dceed eter aerecun nad eaatent 16,524.84 
CITCUlatiOn:. -5.4%si.face snared csi ieendsaikae eee 792,500.00 
Dueto: Banks i iscs6cces ec dseeeseeric espe 95,694.27 
$3,040,543.36 
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An exhibit was included purporting to show the amount 
of the state stock in detail including the sources from which 
payment was made. It is incomplete, however, showing a 
total of only $829,271.87, whereas the state stock as shown 
by the statement amounted to $934,226.91. It is, however, 
included here as showing the method by which the state 
made payment. It also explains in part the fact that the 
capital is not in even figures. The state was merely given 
credit on the books of the bank for such funds as it in- 
vested and dividends often went to increase the capital. The 
following schedules of state stock were printed in this re- 


port: 
Stock OwNep sy STATE WITH DIVIDENDS THAT HAVE ACCRUED TO THE 
DIFFERENT FuNDS 
Seminary Fuad 3.2514 563 020s s bleu id wanes sees $75,059.65 
Missouri Bond returned from Prime, Ward and King ...... 1,000.00 
Surplus Revenue Fund invested in stock for use of School 
PUN ee store ig a eb Sateen a eda wee waeas ews daea ea dews 435,154.92 
Saline Fund in stock of State School Fund ................ 45,793.70 
TO. DAIGNCO~ oss bosG ond pin eudaces eae ten dae ncteeuwees 272,203.60 
$829,271.87 
The state payments were made as follows: 
June, 1837...Cash, account of Seminary Fund ............. $8,333.18 
...-Cash, account of Saline Fund ................ 17,030.24 
.. Cash, account of Surplus Revenue ............ 254,890.20 
July, 1837...Cash, account of Surplus Revenue ............ 77,445.10 
...Cash, account of Surplus ‘Revenue ............ 50,000.00 
Oct., 1837...‘Cash, sale of bonds to War Department ...... 3,165.87 
...'Cash, sale of bonds to War Department ...... 5,000.00 
Dec., 1837...Cash, sale of bonds to War Department ...... 26,834.13 
Feb., 1838...(Cash, sale of bonds to War Department ...... 27,804.37 
Apr., 1838...Cash, Dividend on Surplus Revenue .......... 11,470.06 
...Dividend on Saline Fund ...........002eeeees SIO.9I 
... State Treas. Saline Fund ..............0.000- 996.32 
June, 1838...100 6% Mo. Bonds to J. J. Astor ............. 100,000.00 
...100 6% Mo. Bonds to De Lizards Co. ........ 100,000.00 
July, 1838...Treas. check for dividend ..............0.0008 17,400.90 
Aug., 1838. ..100 6% Mo. Bonds Prime, Ward, and King ... 100,000.00 
Feb., 1839...Cash dividend Saline Fund ................4.- 2,693.74 
...Cash dividend Surplus Revenue .............. 25,597.35 
~ $829,271.87 
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The expense account received careful analysis. The 
salary schedule was quite liberal : 


President x4.50iieindkiaswss $3,000 Individual Book-keeper ... $1,250 
Cashier ...............000. 3,000 Discount Clerk ............ 1,250 
First Teller ............... 1,400 Attorney ........... 0c eens 1,000 
Specie Teller ............. » 4,380 Porter .vocicasteviscsanucs 600 
General Book-keeper ...... 1,300 Watchman ................ 540 


The absence of adequate machinery of transportation and 
communication made many expensive trips necessary. In 
this connection one page of the expense account is of parti- 
cular interest. 


Parp To AGENTS ‘NOVEMBER I, 1839 TO OcTOBER 31, 1840 


N. Childs......... Expenses in remittance of Eastern paper funds $145.00 
John Lynch....... Trip to Jefferson City relative to amendment 

Of CRarte? 6o2 i522 snctcee st neesseustawes es 75.00 
J. Smith.......... Agent for sale of state bonds in East and in 

PUTODe 66sec daviesaed hue wresdateeensat 1,944.67 
H. O’Neil......... Expenses to Cincinnati to pay debt Cincinnati 

Commercial Agency ..........cescceceeeees 112.00 
H. O’Neil.........: Expenses to Cincinnati to adjust exchange 

bought by bank ............. cece cece ee eeee 70.00 
A. R. Corbin ...... Expenses to Jefferson City relative to state 

DONGS 356.5 55250 eee e ta tees aesa wees 65.00 
G. K. McGunnegle. Expenses and service to Fayette to get specie 79.00 
A. R. Corbin...... Expenses and service to Palmyra to get specie 47.50 
A.R. Corbin ...... ‘Expenses and service to Burlington to get 

SDCCIO ss. cddeneduinis ieduase viene Seeasewcrs 72.00 
E. Dobyns ........ Expenses to Cincinnati to pay Cincinnati 

Commercial Agency Debt .................. 70.00 
J. Smith.......... Expenses to Jefferson City to arrange for 

specie .......... (Ueatadnatniauan beawuek tase 31.50 
H. Boggs ......... Expenses to Cincinnati and Ohio River points 

tO: BEt SPECIE -50.k6 Fo eecicitaneceeeai tei eaees 115.50 
J Smith onde iivck Expenses to Fayette to visit branch ........ 30.50 
G. W. Dent........ Expenses to Jefferson City for specie ....... 23.37 
J. Smith.......... Agent for state bonds ..........ccccccceces 6,000.00 
N. Childs......... Expenses to New Orleans relative tolost gold 8400 
F. H. Martin...... Conveying coupons to New York .......... 30.00 
J. Smith.......... ‘Expenses East to negotiate loan ............ 350.50 
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J. Smith.......... Expenses East to negotiate loan ............ 241.00 
A. R. Corbin ...... Expenses East relative to government deposits 253.90 
G. W. Dent........ Expenses to Bellville relative to government 
GEPOSUS ac0cj car ire lceneeereites paskdesetes 4.50 
A. S.'Robinson .... Expenses to Springfield for specie .......... 31.00 
G. Wi Dent........ Expenses to Jefferson City for state bonds .. 27.00 


McGill and Mullanphy who took a quantity of gold, say $100,000, East 
for purpose of paying transfer drafts of U. ‘S. Government, and ex- 
penses of cashier East to look after interests of bank, and having $150,000 
sent from Philadelphia to New York are not included in above, but are 
listed as expense in transporting specie. 


Considerable information was included regarding the 
financial operations of the bank. Since November 1, 1838 
specie had been purchased to the amount of $330,725.08. 
It was paid for with the notes of suspended banks to the 
amount of $353,077.07. The bank insisted, however, that 
it was not responsible for the loss as the banks suspended 
after the deposits were received. However, they had been 
held instead of sent in for redemption. It was denied that 
any specie had been sold except $6,000 in mixed silver coins. 
However, in September, 1839 $200,000 in coin had been 
sent to a Philadelphia bank for deposit. The Philadelphia 
bank paid the transportation charges. No state bonds had 
been sold since November, 1838, although the bank had 
borrowed $500,000 on the security of $1,000,000 of state 
bonds and had paid 10 per cent interest. Individual de- 
posits had shown a steady decline: 


January 1, 1839 ........cceeeeeees $549,225.42 
January 1, 1840 ...............05- 346,715.38 
‘(October 26, 1840 .......... ee eee 197,600.45 


On November 12, 1839 a statement of deposits was shown 
distinguishing between specie and bankable funds: $418,- 
185.66, currency or notes of suspended banks; and $218,- 
572.14, specie and Bank of Missouri notes. The suspended 
debt account was defined as paper actually in suit, ¢. ¢. 
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placed in the hands of an attorney for collection. It was 
admitted that the bank held $11,645.00 of protested paper 
which had not yet been charged to the suspended debt ac- 
count. Since 1838 $2,000,000 had been borrowed from 
the United States Bank of Pennsylvania and $80,000 from 
the Bank of America. The interest charge for part of this 
was paid by the federal government, the funds having been 
obtained for government convenience. The United States 
government deposits had been regularly received, but recently 
$720,000 federal money had been transferred to New York 
City. Arrangements were made to pay all but $122,000 
of this without shipment of specie and the bank was now 
attempting to get this balance transferred back to it. In 
regard to the management of loans it was stated that no 
individual or firm was allowed to borrow more than $15,- 
000 or to have liabilities, including indorsements, of more 
than $40,000. Officers and directors had at times been al- 
lowed to overdraw their accounts but had always made such 
overdrafts good on notification. No loans were ever made 
to any officer or director whose account was overdrawn; 
and no officer or director, with slight exception immediately 
fixed, had ever let his paper go to protest. The directors 
were, however, accustomed to borrow quite heavily from 
the bank. Their liabilities on October 20, 1840 may be 
taken as typical: 


Notes Bills of Exchange 
Director Payer Indorser Discounter Indorser 

G. K. MoGunnegle ...... $5,133 $1,646 
McGunnegle and Way ... 14,903 1,843 $11,560 $1,4To 
Hugh O'Neil ........... 14,742 26,712 500 3,051 
Tee ONG oe cer twaks 1,540 
Von Phul and McGill ... —- 100 8,612 2,000 2,900 
John Smith ............. 700 325 
W. and D. Smith and Co. 7,624 8,345 2,900 
W. L. Sublette .......... 2,074 
Sublette and Campbell ... 12,020 7,128 
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Bryan Mullanphy ....... 6,755 

Ed. Dobyns ........-.... 5,055 6,132 1,513 2,028 
Dobyns and Wimer ..... 5,730 15,519 1,187 

A. R. Corbin ............ 4,550 5,870 1,885 1,050 
S. S. Rayburn .......... 3,641 2,183 900 

Bridge, Rayburn and Co. 3,012 

EB Walsh: ciscsc2chawenen 2,809 

Ed. Walsh and Co. ...... 

R. Cathart and Co. ...... 3,480 5,703 34,100 

C. Detchmandy ......... 1,055 

D. C. M. Parsons ....... 270 

J. B. Bryant ............ 13,608 


In every case it was stated whether any of them had ever 
had any past due paper, and the record was remarkably 
clean. Remembering that these directors were the sub- 
stantial business men of the city, their credits were not too 
extensive. A quarterly statement of notes discounted and 
bills of exchange purchased was included. It showed a 
total of $7,090,313.89 for the eight quarters, November 1, 
1838 to October 31, 1840. 

The report contains an account of a mysterious gold 
robbery.” On January 17, 1840 N. Childs Jr., the specie 
teller, was instructed by Mr. Shurlds, the cashier, to pack 
$100,000 in gold for shipment to New York. He went to 
the vault and carried upstairs all the gold on hand except 
one keg and placed it on a table behind the discount clerk’s 
desk. He assorted all the foreign gold, placing each kind in 
a separate tray. Then he put it into small bags, as far as 
possible in even amounts, and placed a slip in each bag 
stating the number of coins and gross value. The bags 
were left unsealed and set on the end of the table until 
copies of the slips were made. Then the bags were tied 
with red tape and compared with the specie book to prove 
the count. Next a common specie keg was brought by the 
porter and all twenty-three of the bags were put into it. It 


1 Pamphlet “Examination of Bank 180” from Senate Jour., 11th 
General Assembly Mo., 1840-41, p. 25 et seq. 
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was not quite full, so a gunny sack was added to fill it. 
At three p. m. a dray was called and the keg sent to the 
steamer, George Collier, then at the St. Louis landing. This 
was in substance the affidavit sworn to by Mr. Childs. G. 
W. Dent, another employee, supported him. He said Mr. 
Shurlds sent him to find Mr. Childs and that he helped make 
the count and seal up the keg. The gold was never heard 
of again. The list prepared by Childs was as follows: 


12 bags....$5,000 each ......... cece eees $60,000.00 
I bag..... old coins 474 pieces .......... 2,529.30 
I bag..... I,000 sovereigns .............. 4,830.00 
1 bag..... 1,000 SOVereigns ...........66- 4,830.00 
I bag..... 1,000 sovereigms .............. 4,830.00 
I bag..... 500 SOvereigns ........-.0000. 2,415.00 
1 bag..... mixed sovereigns ............ 1,212.47 
I bag..... Ten thalers 1,000 ...........-. 7,500.00 
1 bag..... (172 doubloons 

(861 20 francs .............45. 6,929.75 
(138 40 francs 
1 bag..... Southern gold .............6- 5,000.00 
I bag..... (87 ten guilders 
(147 sovereigns .............. 700.35 
I bag..... Southern Mixed ............. 1,582.50 
$102,359.37 


The branches were also examined by this same committee. 
Palmyra submitted the following statement as of October 
31, 1840: 


Resources Liabilities 

Discounts ......... $80,262.65 Bank of ‘Mo. Capital Stock ..$101,616.18 
Real Estate ....... 6,497.07. Circulation ................. 160,000.00 
Protest Account ... 97.98 Interest and Exchange ..... 1,927.46 
Expense Account . 813.37. Due to Banks .............. 780.40 
Suspended Debt .. 9,741.26 Bank of Mo.Special Accoumt 2,982.75 
Due from Banks .. 447:37. Deposits .............0000- - §,715.88 
Specie and Currency 175,223.27 ; 

$273,022.97 $273,022.97 
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Three people were employed at salaries ranging from 
$800 to $2,000. Liabilities of officers and directors were 
given as in statement of parent bank. Most of them were 
borrowers but usually in comparatively small amounts. 

At Fayette more details were gotten. The statement fol- 
lows: | | 


212 





Resources Liabilities 

Discounts .........00- $152,770.34 Bank of Mo. Capital . $109,000.00 

Domestic Bills Dis- Deposits .........00.. 3,234.26 

counted .........0.. 5,290.00 Interest and Exchange 4,068.30 

Suspended Debt ...... 10,507-75 Protest Account ...... 19.00 

Banking House ...... 13,032.44 Circulation ........... 104,870.00 
Due from Bankof Mo. _1,003.19 
Expense Account ..... 761.67 
Currency and Specie .. 37,727.17 

$222,191.56 $222,191.56 


This showed heavy declines from the previous statement. 
Quarterly figures for discounts usually ran between $175,- 
000 and $200,000, but no new discounts had been made since 
August, 1839. During 1838 the bills of exchange owned 
averaged well over $35,000, but had now dwindled to a 
fraction of that amount. Directors’ liabilities ran con- 
siderably heavier than at Palmyra, and salaries of officers 
were less. .C. F. Jackson, afterwards governor of Mis- 
souri, was local cashier. The branch extended its business 
over a great deal of territory as shown by the table of dis- 
tribution of liabilities by counties : 


Howard ........ $58,324.00 LANY sesecunisaees $1,012.00 

whee mipeaantcuts 7,858.00 (Chariton ........ 11,707.00 
Calloway ....... 815.00 Carroll .......... 525.00 
Monroe ......... 11,877.33 Ray ............- 3,072.25 
Randolph ....... 21,710.00 Clay ccaeseccnies 2,400.89 
GOlE siisihodinb oes 7,981.00 La Fayette ...... 1,165.00 
Cooper .......... 13,215.00 Marion .......... 697.00 
Morgan ......... 375.00 ‘Newton ......... 480.00 
Saline .......... 14,271.00 Macon .......... 415.00 
Pettis .dcssnss tes 2,246.00 Lewis ........... 272.00 
Greene .......... 2,040.00 Jackson ......... 591.75 
Livingston ...... 3,230.00 Benton .......... 180.00 
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The year 1844 saw an increase in both deposits and circu- 
lation of the State Bank, but the suspended debt had in- 
creased to $147,000, and $328,000 of Illinois notes and 
certificates had been acquired. These latter were a very 
uncertain investment. 

By 1848 deposits had increased to $1,359,000 (they were 
only $980,000 in 1846), and the cash reserve was nearly 
as great. The circulation to be covered by this same re- 
serve was $633,000 (a decrease of $214,000 from the 1844 
level). 

For some little time there had been a tendency to render 
superficial reports, but the examination of 1848 was un- 
usually well done. It inquired into the question of net pro- 
fits and found them to range from 8% per cent for the 
Springfield branch to 13% per cent for the home office. By 
this time there were five branches, located at Springfield, 
Jackson, Palmyra, Fayette, and Lexington. The bank owned 
no real estate except for office requirements and this in gen- 
eral was considered modestly taken care of. Although the 
fegal limit for note issue was now three to one, the actual cir- 
culation was far below that and a two-to-one policy had been 
publicly announced.* ‘Whatever may have been the effect of 
this action on the popularity of the bank, it caused recog- 
nition of its innate conservative tendencies and the stock 
was now selling at or above par. There were eleven em- 
ployees at the Saint Louis office with salaries ranging from 
$2500 for the cashier to $1,000 for book-keepers. The 
liabilities of the directors were published in the usual form, 
and a detailed expense account was given. This latter fur- 


1 Legislative Journal, Mo., 1844. 


2 House Jour., General Assembly Mo., 1844-46, “Report of Bank 
Commissioner.” __ 


® This refers to the required proportion between capital stock and 
circulation. 
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nishes many interesting side lights on the conduct of the 
bank. There was a liberal appropriation for advertising. 
Bank publications such as the Bankers Magazine were re- 
ceived at both the main and branch offices. The expense 
account of the home office for the year was a little less than 
$15,000, which was not excessive considering the volume 
of business done. The St. Louis office had loans of $1,- 
978,000; exchange, $504,000; deposits, $1,141,000; and 
circulation, $1,450,000. All of the branches were ex- 
amined. In general they showed heavy loans, light de- 
posits, and a large circulation. The comparative statement 
here given indicates their condition: * 


Branch Loans Deposits Circulation 
Palmyra .............. $183 $38 $200 
Fayette ............08- 150 21 232 
Lexington ............ 186 50 239 
Jackson ............0.- 200 6 195 
Springfield ............ 135 19 157 

000 omitted 


The examining committee of 1850 determined to do some- 
thing more than ask for stereotyped reports. It planned to 
find what the assets were really worth. The recent theft 
of $120,061 of the bank’s funds had aroused the people to 
the realization that even the old State Bank might need 
watching. The gold and silver was counted with great 
care and the silver was weighed. Efforts were made to test 
every investment and the bank officials, it must be said, af- 
forded every possible aid. The suspended debt of $195,- 
407.663 (for the whole institution) was first taken up. 
$64,048 of this was adjudged worthless. The Jackson 
branch refused to admit any loss on its suspended debt. 
The $120,061 which had disappeared in connection with the 
Childs’ case was still carried as an asset, the defence being 


1 House Jour., General Assembly Mo., 1848-49, p. 105 ef seq. 
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that the case was still in the courts. The committee deemed 
this a weak argument and ordered the entire amount charged 
off. It was also recommended that the depreciation in the 
Illinois paper be taken out of the statement. These notes 
were not considered worth 75 per cent. All in all, the com- 
mittee recommended the charging off of $296,823.89. It was 
found, however, that the net profits for the year were $93,- 
ooo and that the entire recommendation could be charged 
off and still show a surplus of $62,000. So the bank was 
not insolvent. The losses had been heavy, but the funda- 
mental defect was bad accounting. The deposits were still 
$814,000 and circulation, $1,585,218. Against this was a 
cash reserve of $1,490,000." 

In 1852 the total assets of the bank were given as $5,770,- 
000 distributed among the various offices as follows: St. 
Louis, $3,983,000; Jackson, $349,000; Palmyra, $358,000? 
Fayette, $384,000; Lexington, $402,000; and Springfield, 
$291,000. Deposits and circulation had both increased 
somewhat and the cash reserve was nearly $1,000,000. _II- 
linois paper again appeared on the statement to the extent 
of $32,000 and the $120,000 Childs’ abstraction had not 
been charged off. The committee found that $70,000 had 
been lost in the dealings in Illinois paper and that about 
$193,000 doubtful assets (including Childs’ abstraction): 
were shown on the statement. It recommended that these 
be immediately charged off. The report was largely taken 
up with a discussion of the earning power of the bank. 
The state now had an investment of $947,000. The com- 
mittee estimated that it had failed to earn interest at the 
market rate by something like $183,000. It was recog- 


1 House Jour., General Assembly Mo., 1850-51, p. 26 et seq. 


*The figures are given only in round numbers. Accordingly the 
totals for the branches do not quite check with that given for the 
entire assets of the bank. 
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nized, however, that the bank had never charged the state 
for fiscal services. As the stock was now at par it was 
suggested that it might be sold in order to avoid further 
loss, but the committee did not take a stand as to the ad- 
visability of such action. It may be said, however, that 
the. agitation for the sale of the state stock received its 
first great impetus here.* 

The committee of 1854 was extremely critical, although 
it seems to have made a less careful examination than some 
of its predecessors. The notes were counted but, when the 
members came to the coin, a few boxes selected at ran- 
dom were counted and the rest weighed. The bank was 
accused of neglecting local business for the larger profits 
to be made in exchange dealings. Indeed the statement 
strongly supported the views of the committee. The dis- 
counts were only $600,000, while the bills of exchange on 
hand amounted to over $2,000,000. The Palmyra branch 
was the most conspicuous offender. It had purchased so 
much foreign paper that it was able to render little local 
service. The cash, deposits, and circulation had, however, 
all shown substantial increases. The suspended debt was 
given as $47,690 and the committee classed much of it as 
doubtful. The question of state profits was now much to 
the fore and detailed exhibits of profits and losses were 
demanded. It was shown that between 1838 and 1854 
dividends amounting to $1,519,367 had been paid and that 
of this amount the state had received $1,212,431. The 
lowest rate declared was 3 per cent, the highest 10 per cent. 
An exhibit was also made of total losses since the date of 
organization : 


1 House Jour., General Assembly Mo., 1852, p. 50 ef seq. 
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on Discounts ............ccecececcceese $82,504 
Bills of Exchange .................- 84,120 
Overdratts® suis ceisceueeeiakecous eas 17,243 
Bad Checks 3..2.4455 3 scacccnssscasses 4,513 
POP@ETIES © did Gb.css eh eaeda eine ees 4,515 
Gold Lost on Way to N. Y., May, 1840 21,4691 
Stolen by book-keeper, 1839 ........- 6,000 
Tllimois notes ........c cece eee eec ence 208,000 
Abstraction, August 15, 1849 ........ 120,061 
$448,425 
Miscellaneous ...........0.eececeees 11,233 
Total Losses in 17 years ...........0005 $459,658 or $27,038 a year. 


This of course looks heavy even for frontier con- 
ditions but it included the depression losses after 1837 while 
the bank was still weak as well as the extremely heavy losses 
due to robbery and depreciation in Illinois paper. The 
average loss on the latter amounted to 35 per cent.” 

An especially careful audit was made by the legislative 
committee of 1856-1857, for the impending legislation made 
it desirable to know as much as possible of the condition of 
the bank and how far it was really failing to take care of 
necessary business. There was even talk of refusing to 
extend its charter. In order to show as clearly as pos- 
sible the sort of an institution which had been built up 
after twenty years of effort, the findings of this committee 
are here presented in full detail.* Briefly it may be said 


1 Given as $102,359.37 in examination of 1840. See p. 211. 
2 House Jour., 18th General Assembly Mo., 1854-1855, p. 83 ef seg. 


3 [bid., 19th General Assembly Mo., 1857, p. 115 et seg. Also published 
as a separate pamphlet under the title of “Report of Committee to 
Examine Bank of Mo., 1857” (Harvard Library). Page references 
are those of the Harvard Pamphlet. See also St. Louis Democrat, 
Jan. 27, 1857. The answers are given essentially in the order presented 
by the committee, and with little attempt at organization, the purpose 
being to show the method of a complete examination as carried on 
by the committee. 
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the net profits for the past two years had shown a de- 
crease, due largely to the pressure brought to bear on the 
bank to cease buying foreign bills of exchange. It was 
in fact buying less than one-half as much as had been 
purchased the year before. In view of the coming fight 
for the sale of the state stock, this decline in earning power 
assumes great importance. 

The committee met on July 20, 1856 at St. Louis and 
proceeded to count all the paper money and part of the 
coin. The rest of the coin was weighed and approved. 
All notes and bills were then examined and compared with 
the statement. The expense account was then checked with 
the vouchers. Just what else was done is hard to say, but 
the committee reported that it made a general examination 
of the business of the last two years, and then left with 
the president interrogations “ calculated to elicit a full state- 
ment of the affairs of the bank.” They then went to each 
branch office and conducted the same sort of an examina- 
tion. At Palmyra and Springfield the notes submitted fell 
short of the records by $600 and $0,000 respectively, other- 
wise the accounts were all found to be in good order.” 
The criticism was offered that branch officials renewed 
paper falling due between discount days and so gave undue 
favors to many customers. In every case the officers were 
commended for making the examination work as easy as 
possible. All of the interrogations left with the officals 
were filled out and sent to Jefferson City in time for con- 
sideration by the legislature. Probably there is no better 
way of getting at the condition of the bank than by re- 
viewing these answers. The data contained in them is 
given below. 


1“ Report Committee to Examine Bank of Mo.,” 1856 (Harvard 
Library), p. I. 
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Parent Bank 
Stock Owned by State in its Own Right ..... $272,263.60 
Stock Owned by State School Fund ......... 575,607.90 
Stock Owned by Seminary Fund ............ 100,000.00 


Stock Owned by Sinking Fund .............. 6,273.66 


Present value $107.00 per share. 


The Illinois notes had all been sold. Twelve hundred acres 
of Illinois land had been accepted in part payment and 
was regarded as a profitable investment. 

The officers were all under bond, the amounts ranging 
from $2,000 to $75,000. There were fourteen employees in- 
cluding the president, cashier, two tellers, discount clerk, 
three book-keepers, two clerks, attorney, messenger, porter, 
and watchman. Salaries ranged from $600 for the watch- 
man to $3,600 for the cashier.” 

Real-estate holdings amounted to $81,500 and included 
the banking house, two city lots, and the Illinois land re- 
ferred to above. The latter was carried at $3,000.° 

On October 25, 1856 the total circulation was $2,846,550 
of which $1,016,260 had been issued by the branches. The 
branch notes were redeemable both at the office of issue and 
at the main office. Such redemption, it was claimed, had 
been maintained since June, 1841.‘ 

The home office held $1,126,765.34 specie, and this was 
to secure $924,601.35 of deposits and the circulation men- 
tioned above. However, $145,570 of the home office notes 
and $234,000 of the branch notes were in the hands of the 
main office. 

With respect to distribution of loans the bank had a rule, 


1“ Report Committee to Examine Bank of Mo.,” 1856 (Harvard 
Library), p. 7. | 

* Ibid. 

> Ibid., p. 8. 

‘Ibid. 
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rigidly enforced, requiring that no individual or firm might 
owe the bank more than $100,000 as drawer, indorser, and 
discounter; and that exchange payable outside Missouri 
should not be owned to an amount greater than $800,000." 

The rate of interest on time bills was 6 per cent, but, in 
addition, an exchange rate was charged on time bills propor- 
tional to the maturity of said bills and to the condition of 
the market. On October 25, 1856, for example, this rate 
ranged from 4 of I per cent on thirty-day Eastern bills to 
114 per cent on ninety day Southern bills. 

Some coin had been sold during the preceding two years 
and a profit of $489 had been made on it. In order to meet 
interest on the state bonds due in New York, July, 1856, 
$100,000 coin had been purchased at a premium of % of 
I per cent.” 

The Childs’ case had been settled .In consequence of the 
death of the chief state witness the suits instituted by the 
bank against Childs were dismissed on June 26, 1855. In 
consideration of this Childs dropped his damage suit against 
the bank. Each side paid its own costs.*® 

In response to an inquiry about the status of a loan made 
to the Belcher and Brother Sugar Refinery, it was stated 
that at the time of the Belcher failure, the refinery owed 
the bank $97,500. Forty thousand dollars of this was 
paid by indorsers. The rest was extended four years, all 
original indorsers signing the new notes; and 575 shares 
of the refinery stock were put up as collateral. The loan 
was now deemed safe.* 

Between July 6, 1854 and July 7, 1856 five dividends 
were paid as follows: 

1“ Report Committee to Examine Bank of Mo.,” 1856 (Harvard 
Library), p. 8. 

*[bid., p. 9. 

3 Ibid., p. 10. 

‘Ibid. 
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July 6, 1854 ......... 9% wrseusiws $85,078.36 
Feb. 26, 1855 ......... [37 63,155.77 
July 9, 1855 ......... Ay 103,309.44 
Jan. 10, 1856 ......... 3 99,617.93 
July 7, 1856 ......... B% ns ewww eee 97,232.41 
$448,303.91 


State’s Share 


353,055.91 # 


The suspended debt account was given as follows: ” 


Payers Indorsers Date Due | Amount | Remarks 
G. Arnes ..-...... R.M.McDonald|Nov. 15, 1855} $150.00| Loss 
G. Brockman ...... Keys & Pignett.|Aug. 15, 1855 487.72| Doubtful 
G. Brockman ...... Keys & Pignett./Sept. 14, 1855 556.00| Doubtful 
G. Brockman ...... Keys & Pignett./Oct. 5, 1855 379.75| Doubtful 
Check E. P. Tesson. ..|/Forged .. .|....-.+- 2,200.00| Doubtful 
Dent 6s ts. 86 ee8 G.I. Barnet. .|Aug. 8, 1856} 2,500.00/Good 
- Dent a a a ae . Dent, Treas. |Aug. 8, 1856] 3,000.00 
- Foley... ...... hos. Foley. .|/Apr. 16, 1856 700.00/Good 
aeiore and Stevenson . een Treas. |Aug. 16, 1856 585.25|Good 
5 TAP RUC. es 6 ae el nyder Apr. 12, 1855 570.52/Paid 
iil of Exchange. on Largue/M . White & Co.|Sept. 11, 1854] 2,000.00; Loss 
W. Taylor... : . Jones Dec. 5, 1849 400.00} Loss 
L. Pickering. ...... W.P. Pen. . .|jJune 30, 1849| 1,020.50|Good 
a Sparks: s.6 Ge Ge es .H. Sparks . Dec. 8, 1854 55.35|Good 
. Sparks ........ W. H. Sparks . |July , 1854 55.35|Good 
. K. Willson ..... Thos. Keys . . |Sept 17, 1855 550.00] Doubtful 
TOtal Sona are sore. le New ahs te, Wa a Ele tS he, ass $15,210.44 


The liabilities of the president and directors were stated 


in full. 
largely due to indorsements.* 


The total amount was under $25,000 and was 


The expense account printed in the report was an exact 
copy of the expense record book. The net total for the 
six months ending January 30, 1855 for example was $13,- 


1“ Report Committee to Examine Bank of Mo.,” 


Library), p. 11. 
3 bid. 
*[bid., p. 13. 
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867.49. This was about an average list. One of the 
largest incidental items was for advertising and subscrip- 
tions to papers and magazines. It amounted to $156.00.* 

The net profits for the two years amounted to $309,- 
793.02.” 

A weekly statement of coin holdings and circulation was 
included. Essential items in the balance sheet, October 26, 
1856 included (in round numbers) discounts, $941,000; 
bills of exchange, $942,000; specie, $544,000; capital, $1,- 
587,000; deposits, $459,000; and circulation, $601,000.* 

The branch records were also given in detail. One or 
two of these will suffice for illustration. 


Fayette Branch. 
November 11, 1856. 


No increase in capital or circulation during the past two 
years. 

Salaries were as follows: President, $550; cashier, 
$1400; clerk, $850; night watch, $200. 

Net profits for both 1855 and 1856 about 16 per cent. 

Real-estate holdings, $6,000 including banking house and 
three lots in Fayette and some land in Benton County. 

Proportion of coin to circulation and private deposits, 
one to three. 

No loss in past two years on account of overdrafts or 
forgeries and only $300 such losses since the opening. 

No rules on discount except the judgment of the board 
and a rule that coin reserves must not fall below $80,000. 
Rates the same as at Saint Louis office. Little demand for 


1“ Report Committee to Examine Bank of Mo.,” 1856 (Harvard 
Library), p. 14. 

*Ibid., p. 26. 

3“ Report in Adjourned Session of 19th General Assembly Mo. House 
Jour.” 
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Eastern exchange. Deposits were usually very low, the 
proceeds of loans being taken in bills. The circulation was 
usually in the neighborhood of $240,000. Between meet- 
ings of the board, the cashier was authorized to renew loans.* 


Palmyra Branch. 


There were three employees, the president, cashier, and 
one clerk. Salaries were much like those of Fayette. 

Profits for the two years ending October 31, 1856 were 
$30,778.57. 

Real estate included only a banking house valued at $11,- 
575-30. Eight-hundred-eighty acres of land in Shelby 
County had been taken to secure a debt of $2,640, but it 
had been sold recently for $4,573.43. 

No losses were reported on account of forgery or over- 
draft, but there were sixty names on the suspended debt 
account, representing a total of $22,625.64. Of this all 
but $5,580.68 was reported as either bad or doubtful. 

Total expense account for the two years ending ner 
ember 1, 1856, $6,666.70. 

Total purchases of bills of exchange for the above Tr 
$738,282.07. 

Statement October 31, 1856: 


Resources 
DISCOUNTS 3556255 1465.20 cde woe kie ees $98,639.73 
Real state. ese b shee na cawtavasaees 11,575.30 
Suspended Debt .................0. ccc eeee 23,955.04 
Domestic Bills ..... avait oars eevee oe 03,447.80 
Expense Account ..............0cceeeeeeee 990.71 
Gold and Silver ............ cc cece cece eee 81,053.79 


Bank of Missouri Notes and Branch Notes 78,660.00 


$388,322.97 


1“ Report in Adjourned Session of 19th General Assembly Mo. House 
Jour.,” pp. 34 to 41. 
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Liabilities 
Capital 2 soo u aes Sa ea pom teas eee as $120,058.84 
CITCUlatiOn 6css0xcsbu 8 ecKeieeeneuuaves eee 204,850.00 
Interest and Exchange .................-. 6,956.40 
Due to Banks ............ ccc cee cece cena 13,098.17 
DODOSHS. 25.5 ese batten es ee eae 43,359.56 


$388,322.97 


This in general was the condition of the bank at the 
time of the expiration of the charter in 1857. It was now 
far too small to care for the expanding commercial needs of 
Missouri; but, considered from the viewpoint of a private 
stockholder, it was in a satisfactory condition. The 
business was gradually increasing and was also becoming 
safer. The suspended debt account appeared to be well 
under control. 
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CHAPTER XIV 
PRIVATE BANKING AND BUSINESS DEVELOPMENT 


Ir is useless to try to understand Missouri banking his- 
tory if the private banking houses are left out of considera- 
tion. They have existed in every period of the history of 
the state and at times have actually furnished the bulk of 
the banking facilities. The State Bank was given a mon- 
opoly of the issue function, but it could not thereby mon- 
opolize the banking business. It could not care for the 
necessary business transactions of the people. Its capital 
was too small, even if full use had been made of what it 
had. As has already been shown, its conservative ten- 
dencies often kept it from expanding its business up to the 
limit of the charter regulations, and ordinary commercial 
risks of the time were frequently refused. Its limited 
capital made it necessary to decline much business or else 
fail to maintain any standards of banking honor. However, 
the business of the state had to be taken care of, and pri- 
vate enterprise found a way to do it. It was soon learned 
that note issue was not essential to the banking business. 
Men who had made fortunes in other lines began to receive 
deposits, sell exchange, and discount paper. The state gov- 
ernment made no effort to prohibit this. The usefulness of 
the private banker was early recognized. Indeed, it is hard 
to see how the commercial development of the state could 
have been carried out except for these agencies. Often 
they carried more deposits than the State Bank. 

Before there were any chartered banks, fur companies, 
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merchants, and brokers performed many banking functions. 
These were overshadowed by the Bank of Saint Louis, the 
Bank of Missouri, the Branch United States Bank, and 
the Cincinnati Commercial Agency; but they continued to 
exist and, in the intervals between the closing of one in- 
stitution and the opening of the next, they cared for neces- 
sary business in some fashion. As early as 1819 William 
O’Hara and Co. maintained a banking house, and there were 
also several brokers who performed many banking func- 
tions. In 1830 Keen and Page had an extensive forward- 
ing business and made advances on shipments to New 
Orleans and other points.” L. A. Benoist and Co., a great 
French banking house of New Orleans, opened a St. Louis 
office in 1832, which was active in local business circles for 
ten years. One of their advertisements, taken from the 
Missouri Republican, indicates the scope of their business :* 


L. A. Benoist and Co. 

Exchange commission brokers. Notes of all solvent banks 
in United States discounted at lowest rates. Notes on broken 
banks purchased at highest market price. Drafts, notes, and 
bills collected on the most favorable terms; and funds trans- 
mitted to most of the principal towns and cities of the United 
States. Drafts on Philadelphia and Baltimore for § sale. 
Sight and time bills will be purchased at a slight discount. 
Deposits will be received at the following rates: checking, 
4 per cent; 30 days, 5 per cent; 90 days, 6 per cent. ‘Checks 
and bank books furnished. English, French, Portugese, and 
German gold purchased. 


The State Bank was chartered in 1837 and for a time 
St. Louis paid little attention to the private agencies. The 


1 Houck, op. cit., p. 191. 
4 Mo. Intelligencer, Nov. 6, 1830. 
3 Mo. Republican, Jan. 14, 1837. 
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new bank was larger than any institution the city had had 
before and it was expected to care for all necessary busi- 
ness. However, its refusal in 1839 to accept the depre- 
ciated currency then so abundant in Saint Louis operated 
to bring the private banks back into public notice. The 
struggle of the business interests with the bank and the con- 
sequent growth of the banking department of the Saint 
Louis Gas Light Co. has been described in an earlier chapter. 
Soon insurance companies took on banking functions, at 
least to the extent of discounting short term paper, and 
many of them received deposits. Between 1838 and 1841 
ten companies were so engaged.* In fact Saint Louis was 
so well supplied with banking facilities of her own that 
little interest was taken in President Tyler’s proposed legis- 
lation in 1841. ‘At least it was given scant space in the 
city papers. | 

It is difficult to secure data on the organization and 
growth of the private banking houses prior to 1855. They 
received little newspaper attention so long as they functioned 
properly. The St. Lous Chamber of Commerce Report 
for 1842 lists thirteen brokers and private banking houses 
but states that other names should be included.* These and 
the State Bank sold $9,548,601 exchange in 1841, but no 
attempt was made to separate the amount sold by the State 
Bank from that sold by the others. 

In 1849 the private bankers came into prominence through 
their indictment by the Saint Louis County Grand Jury for 
violation of the small-note law. It was illegal to circulate 
notes of smaller denominations than ten dollars. The city 
was flooded with small notes of uncertain value, issued by 
the banks of neighboring states, especially Illinois; and the 
private bankers were accused of aiding their circulation by 


1 Edwards, op. ctt., p. 370. 
2P. 21. 
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receiving them on deposit and paying them out again. It 
was admitted that they were received on deposit, but not 
that they were again paid out. However, in 1849, the 
Bankers Magazine published the following notice copied 
from a Saint Louis newspaper : * 


The undersigned private bankers of Saint Louis give 
notice that after this date we will only receive notes $10.00 
and up. Have been indicted by the Grand Jury for viola- 
tion of the small note law. Here we neither affirm nor deny 
the truth.” 


The State Bank was forbidden by charter to issue notes 
of smaller denominations than ten dollars and it had, in 
fact, placed the minimum at twenty dollars. The private 
banks, notwithstanding the monopoly privileges of the 
State Bank, had thereupon issued small notes. The need 
for small change was so great that few people cared to 
question their legality. These notes circulated widely in 
Missouri and Illinois and were generally redeemed on pre- 
sentation. The Grand Jury investigation, however, also 
took up this point and after much discussion it was agreed 
to abide by the law. Lucas and Simonds, Page Bacon 
and Co., and E. W. Clarke and Bro. advertised that they 
would pay all their issues in specie on demand and when 
redeemed such notes would not be reissued. They invited 
early presentation.*® 

It is difficult to determine how many private banks ex- 
isted. They were mere partnerships or individual enter- 
prises and so began and discontinued business without for- 
mality. Every list published contains different names. 
Some of these had little capital; others were houses of the 


1 Bankers Magasine, Mar. 1849, p. 642. 
* This note was signed by eleven private bankers. 
* Bankers Magasine, Mar., 1853, p. 750. 
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highest financial rating. The Saint Louis City ia 
for 1853 published the following list: 


J. J. Anderson and Co. 
L. A. Benoist and Co. 
Benoist and Sanguinet 
E. W. Clarke and Bro. 
Darby and Barksdale 
Durkee and Bullock 
Locker and Bro. 
Lucas and Co. 

Page and Bacon 
Presbury and Co. 
Renick and Peterson 
Rokohl and Co. 
Simonds and Taylor 
Tesson and Dangin 


The Chamber of Commerce Report for 1852 listed ten 
banking houses besides the State Bank and stated that the 
sales of exchange for the year had exceeded $22,000,000 
and that of this amount the State Bank had supplied only 
$2,000,000. The Annual Review of the Missourt Repub- 
lican for 1854 placed the sales at $38,000,000 but gave no 
figures for the State Bank.’ It was quite evident that these 
banking houses were filling a large and growing place in the 
business life of the city. 

There were other banking institutions. A’ number of 
savings banks had been opened under legislative charter and, 
although they had no issue privilege, they transacted much 
commercial banking business. The largest of these was the 
Boatmen’s Savings Institution chartered in 1847. A. L. 
Mills was its first president. It was first organized with- 
out capital and the profits were to be divided among those 


1 Annual Review Mo. Republican, 1854, p. 22. 
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who deposited $100 during the first six months and main- 
tained the balance for twenty years. Its beginnings were 
quite modest. When four years old it had deposits of 
only $47,000. In 1854 it suffered a robbery of $19,000 
in gold and Bank of Missouri notes. The directors at once 
announced that they would assume personal liability for all 
deposits, and no run occurred.” In this same year Sullivan 
Blood was elected president. He remained at its head 
for seventeen years and exercised a great influence in local 
banking circles. He at once secured a new charter, placing 
the bank on a profit-making basis with $400,000 capital. 
Ten per cent of the stock was to be paid down in specie and 
the balance within fifteen months. The first subscription 
was $100,000. The bank became popular at once. Mr. 
Blood adopted a liberal loan policy and catered to com- 
mercial accounts. The Democrat seemed particularly 
friendly to it and published items about it in almost every 
issue. By May 1855 its deposits were $560,000 and were 
increasing at the rate of $20,000 a week. Regular dis- 
count days were announced as Tuesday and Friday, answers 
to be given a day later. It was not uncommon for as much 
as $60,000 loans to be announced at the semi-weekly meet- 
ing. To carry on its expanding business it was necessary 
to secure more and more working capital'and Blood did 
this by offering 5 per cent for call money deposited by 
other local bankers.* 

The German Savings Institution was also started in 1854 
with all banking privileges except note issue‘ The next 
year the State Savings Institution was opened. The 

1 $+. Louts Democrat, June 2, 1855. 

* Banker's Magasine, May, 1854, p. 921. 


* For notes on Boatmen’s Bank see St. Louts Democrat, May 30, June 2, 
6 and 20 and December 27, 1855. 


4 Banker's Magasine, Mar., 1854, p. 761. 
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Mutual Savings Institution was already in operation. By 
1855 it had deposits of $135,207.25 to the credit of 1027 
accounts." There were a number of other such banks. As 
early as 1853 the St. Louts City Directory listed nine. 

From 1845 to 1854 the private and savings banks seemed 
very prosperous. ‘The Mexican War had meant large sales 
of supplies, and a consequent influx of Mexican silver coin. 
Sometimes as much as $50,000 would be received at once.? 
The California gold excitement of 1849 gave another big 
forward movement to St. Louis business. St. Louis be- 
came the outfitting point for the overland journey. More- 
over, once the gold began to flow eastward, St. Louis be- 
came an important point of concentration. The two largest 
private banking houses, Page and Bacon, and Lucas, Turner 
and Co. had branches in San Francisco. No complete re- 
cord of gold shipments to Saint Louis has been kept, but 
the Saint Louis papers were constantly printing accounts of 
the arrival of large amounts. For example: 


June 11, 1855 $85,000 gold to Lucas & Simonds from 
San Francisco. 

July 13, 1855 $169,000 gold to Lucas and Simonds from 
San Francisco. 

July 24, 1855 $232,000 gold to Lucas and Simonds last 
Nicaragua steamer.® 


By 1855 both these private banks and the savings institu- 
tions were local factors of the greatest commercial im- 
portance. Their combined deposits ran into the millions. 
The following is a typical advertisement : 


1S¢. Louis Democrat, May 19, 1855. 
3 Stevens, St. Louis the Fourth City, p. 301. 
* Files of St. Louis Democrat for dates given. 
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Darby and Barksdale. 

Bankers and exchange dealers. Collections made on all 
the principal cities of the Union. Deal in bank notes, coin, 
etc. Interest allowed on deposits. Collections attended to 
and all proceeds remitted for on day of payment at cur- 
rent exchange, free of charge. Paper negotiated and stocks 
bought and sold on commision. Funds remitted to England 
and France. Currency bought, sold, and received on deposit.* 


The largest of these private banking houses was Page, 
Bacon, and Co. The senior partner, D. D. Page, was a 
St. Louis merchant who had made a large private fortune. 
He was said to own $3,000,000 of city real estate. The 
junior partner, Henry D. Bacon, was a Massachusetts man 
who had come West in 1835 and married Page's daughter. 
They opened a banking house in 1848 and from the start 
pursued a liberal policy in regard to loans. Advances were 
made to the city for payments on its bonded debt. The 
Belleville and St. Louis Railroad was financed, thus enabling’ 
the city to get the cheap Illinois coal. Extensive loans were 
made to the Belcher Sugar Refining Co. Hundreds of 
houses were built for sale.* These were fairly representa- 
tive of the kind of business done by the bank. Finally in 
1853 it undertook to finance the Ohio and Mississippi Rail- 
way Co., a line from Cincinnati to Saint Louis. These pro- 
jects all looked like benefits to St. Louis, but they were 
a part of the speculative tendencies of the early fifties. 
Affairs came to a crisis in New York in 1854 and soon 
spread to St. Louis. Real-estate values declined heavily. 
Duncan, Sherman, and Co., New York correspondents of 
Page, Bacon, and Co., declined to make further advances. 
Mr. Bacon made a trip to New York to see them and, 
after a three-day conference, secured the promise of a loan 
of $250,000 on real-estate security. Meanwhile Page, 

1 St. Louis Democrat, May 6, 1855. 

2 Stevens, St. Louts the Fourth City, p. 305. 
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Bacon and Co. had closed their doors. On the return trip 
Bacon was snowbound in Illinois and was forced to walk 
twenty miles through the snow to make connections. As 
soon as he reached St. Louis the bank reopened. This was 
on February 19, 1855. It had been closed seven days. A 
card was published thanking the people for their kindness 
during the suspension and announcing the reopening.” A 
few days later Duncan, Sherman and Co. wired cancella- 
tion of their loan.* Bacon appealed by telegraph but with- 
out avail, and the business was closed and assignment made 
on April 4, 1855. It was announced that the assets largely 
exceeded the liabilities but that they were not immediately 
available. All drafts were taken up and interest and pro- 
test fees paid.® 

The assignment caused great local excitement. Runs 
were started on all the banks. Lucas and Simonds paid out 
$260,000 cash during the day; L. A. Benoist and Co., $100,- 
000; Boatmens Savings Bank, $100,000; and there were 
heavy withdrawals from J. J. Anderson and Co. and E. W. 
Clarke and Bro. This was on Friday. The run continued 
all day. In all over $700,000 was paid out. Sunday gave 
time for thought. On Monday morning ten citizens re- 
presenting private fortunes of over $8,000,000 pledged all 
their property to stop the run. The following notice was 
published : ‘ 


To the Public: 
The undersigned knowing and relying on the ample ability 
of the following banking houses of the city of St. Louis, and 


1 Banker's Magasine, ‘Mar., 1855, p. 742. 
3 Stevens, St. Louis the Fourth City, p. 306. 
® Banker's Magazine, May, 1855. 


“Stevens, St. Louts the Fourth City, p. 303 and Conrad, op. cit., article 
on “St. Louis Banking.” 
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with a view to quieting the public mind in regard to the 
safety of deposits made with them, hereby pledge them- 
selves and offer as a guarantee their property to make good 
all deposits with either of said banking houses, to wit: Messrs. 
Lucas and Simonds, Bogy Millenberger and Co., Tesson and 
Dangin, L. A. Benoist and Co., J. J. Anderson and Co., Darby 
and Barksdale, and the Boatmens Savings Institution. 


signed 
JohnO’Fallon J.H.Brandt John How C. H. Chouteau 
Ed. Walsh L. M. Kennett James Harrison : 


L. A. La Beaume D. A. January Andrew Christy 


This demonstration of financial honor was entirely effective. 
Page and Bacon made no further efforts to reopen but 
there were no other failures; and for two or three years 
the private banks seemed to prosper. Business, however, 
was quiet. The local panic had put a damper on speculation. 
During 1855 and 1856 the St. Louts Democrat continued to 
publish numerous items relating to monetary affairs. Of- 
ferings were usually light and far below the available supply. 
Insurance companies sought borrowers on the streets. One 
private bank in 1856 advertised $200,000 on call at 5 per 
cent. Numerous gold receipts from the West were recorded. 
Few offerings were rejected by either the State Bank or the 
Boatmens.* Early in 1857 the Boatmens published the fol- 
lowing statement :* 


1See especially the issues of July 13, 16, 18 and 24 and Oct. 3, 1855 


and Jan. 26, 1856 of St. Louss Democrat. 
3 St. Louis Democrat, Jan. 13, 1857 (figures given in round numbers). 
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BoaTMENS SAVINGS INSTITUTION 
JANUARY I, 1857 


Resources Liabilsties 

Stock in Bank of Missouri $6,500 Capital Paid Up........ $317,500 
Bills ‘Receivable ......... 663,000 Authorized .. $400,000 
Protested Bills none ..... 000,000 Deposits .............e0. 900,300 
Exchange ...........00- 351,000 Profits .............e00- 43,000 
Real Estate ............. 18,000 
Bank Building .......... 10,000 
Furniture ............... 1,000 
Bonus to original six 

months depositors ..... 14,000 
CASH a2 siekidcieende sions 195,000 
Discounts for 6 months ending January 1, 1857 ............ $1,946,000 
Exchange sold for same period ..........cccseccccccseees 1,148,000 


‘It had grown very rapidly and was now the chief competitor 
of the State Bank. 

The Panic of 1857 again tested the strength of the banks. 
‘On the morning of September 28th Darby and Barksdale 
failed, and almost immediately J. J. Anderson and Co. and 
Bogy Millenberger and Co. announced suspension.” This 
was followed on October 3rd by the failure of Chouteau, 
Harrison, and Vallé.* Next a run was started on the 
banks representing the Lucas interests. Lucas and 
Simonds, Lucas, Turner and Co. and J. H. Lucas and Co. 
were largely controlled by J. H. Lucas, the largest property 
owner of St. Louis and a director of the Boatmens Savings 
Institution.* The second of these three houses had a San 
Francisco branch of which General W. T. Sherman was 
manager.“ The Lucas banks had enjoyed an extensive 
business, in fact they had competed with Page, Bacon and 


1 Stevens, St. Louis the Fourth City, p. 305. 
* Banker's Magasine, Nov., 1857, p. 418. 


* Knox, op. cit., p. 788 and Reaves, L. O., St. Louis the Future Great 
City (Biographical Edition), p. 192. 
* Ibid. 
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Co. on almost even terms. An attempt was made to stop 
the run by use of the method which had been so successful 
in 1855. Seventeen men pledged their personal fortunes 
for the deposits of the Lucas banks. They were J. E. 
Yeatman, James Harrison, John How, R. J. Lockwood, 
Ed. J. Gay, Ed. Walsh, John O'Fallon, J. H. Gay, W. 
Renshaw, Jr., J. S. McCune, D. A. January, D. H. Arm- 
strong, C. K. Dickson, T. T. Gantt, William McPherson, 
J. B. Eads, and Chas. Tillman. This pledge quieted local 
excitement, but a few days later General Sherman an- 
nounced the suspension of the Western branch. J. H. 
Lucas and Co. then went into liquidation on October 5, 
1857. It had paid out over $1,000,000 to depositors.” J. H. 
Lucas assumed all its debts and gave personal notes bearing 
IO per cent interest. He paid all of them in full although 
at the sacrifice of $500,000 of his private fortune. He 
brought no lawsuits: to collect the debts due the bank.* 
On October 4th E. W. Clarke and Bro. had also suspended. 
The withdrawals continued. President Blood of the Boat- 
mens announced that all the funds of his bank were in its 
own vaults, but this did not save it from suspension. It 
and the Mutual Savings Association closed on October 6th. 
Tesson and Dangin, Renick and Peterson, and the State 
Bank remained open until near the end of the month. Al 
personal guarantee was arranged for the deposits of Renick 
and Peterson, but it proved useless. On October 24th the 
State Bank closed, but reopened after two days.* Through 
all the time of stress it had been the recognized conserva- 
tive factor so it suffered less than most of its competitors. 
Late in 1857 and during the summer of 1858 J. J. Anderson 
and Co., Tesson and Dangin, and several other private 


1 Stevens, St. Louis the Fourth City, p. 307. 
* Reaves, op. cit., p. 192. 
> Stevens, St. Lowis the Fourth City, p. 309. 
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banking houses resumed specie payments." The State 
Bank, however, was fearful of the situation and again sus- 
pended. The savings banks offered to lend it a large 
amount of coin but their aid was refused.” The Boatmens 
announced a continuation of specie payments but by the end 
of September it too had begun to receive and pay out bank- 
able funds.’ 

Meanwhile a large number of new private banks had be- 
gun business. In 1859 St. Louis had twenty-one.‘ 


Allen, Copp, and Nesbit 
J. J. Anderson 

L. A. Benoist and Co. 
Barksdale and Co. 
Clarke Brothers 

E. S. Dame Co. 
Darby and Poulterer 
Durkee and Bullock 
Haskell and Co. 
Johnson, Phillips and Co. 
Loker and Brothers 
Millenberger and Co. 
Nesbit and Co. 

Page and Hartwell 
Presbury and Co. 
Rokoh! Co. 

Simonds and Taylor 
Stout and Co. 

J. M. Taylor 

Tesson and Dangin 
Thomson and Elliott 


1 Banker's Magasine, Jan., 1858, p. 585 and May, 1858, p. 843. 

3 St. Louts Democrat, Aug. 17, 1858. 

® Banker's Magasine, Sept., 1858, p. 316 and St. Lows Democrat, Sept. 
30, 1858. 

‘Sutherland and McEvoy, Mo. State Gasetteer, 1859-60. 


Google 


240 THE BANK OF THE STATE OF MISSOURI [512 


There were twenty-eight other private banks in the state in 
the following towns: * 


Alexandria ....... 2 Hermann ........ I Roanoke ......... I 
Boonville ......... 3 ‘Imdependence..... 2 Saint Joseph ..... I 
‘Brunswick ....... 1 Kansas City ...... I Shelbyville ....... I 
Columbia ........ 1 Kirksville ........ 1 ‘Syracuse ......... I 
Deepwater ....... 1 Lexington ........ 1 Tipton ........... I 
Flint Hill ........ 1 Princeton ........ 1 ‘Weston .......... I 
Hannibal ......... 3. Renick’s Mills ..... 1 Washington ...... 2 


During the war their numbers largely decreased, but many 
new ones were organized after peace was declared. In 
September, 1867 the Bankers Magazine reported thirty-four 
in Saint Louis and forty-four in thirty-three other towns 
in the state. Twenty-one were started during the year. 
1867.7, In 1871 there were ninety-nine all told.* They 
continued to play an important role in the financial affairs of 
the state though they were later overshadowed by the char- 
tered banks under the law of 1857. However, as these 
banks were limited in number and extended their branch 
system slowly, the small towns were long dependent on 
private bankers. The old established houses of St. Louis 
gradually lost business to the newly chartered banks. L. 
A. Benoist and Co. may be taken as an example. It had 
been one of the great banks of the city, yet, when it failed 
in 1869 the assets were given as $74,000 and liabilities as 
$120,000. At this time, however, Benoist was dead and 
his heirs had{ retained no interest in the business. 


1 Sutherland and McEvoy, op. cit., 1859-60. 

* Banker's Magasine, Jan., 1868, p. 583. 

® Merchants and Banker's Register, New York, 1871, p. 22. 
* Banker's Magasine, Oct., 1869, p. 311. 
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CHAPTER XV 
THE DEMAND FOR ADDITIONAL BANKING CAPITAL 


BETWEEN 1840 and 1857 the sentiment against banking 
monopoly steadily grew. The State Bank had expanded its 
business but had not kept pace with the commercial develop- 
ment of the state. It had always looked first to its own 
safety and had declined to assume what it considered abnor- 
mal risks. At times it had carried this policy to the ex- 
treme point of refusing to assist its own branches. If this 
policy throttled the growth of private business, the bank 
did not consider itself responsible. Only so much capital 
had been provided and accordingly only a limited amount 
of business could be done. By following this policy the 
bank could at least teach by example the principles of con- 
servative business. If it was to be expected to do more, 
the state must provide more capital. Such was the creed 
of the bank. 

However much its usefulness may have been recognized, 
its conservatism antagonized those business men who 
wanted large loans on risky security and who wished to 
carry on extensive dealings in depreciated Illinois currency. 
Beginning with the refusal of the bank in 1839 to accept 
Iilinois notes, the opposition steadily increased. If the 
State Bank would not meet their needs, private individuals 
could be found who would do so. Out of this feeling there 
developed the extensive private banking described in the 
preceding chapter. 

These private banking houses were always regarded as 
mere makeshifts. Many of them were strong financially 
and rendered excellent service, but it was also true that 
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others of them operated with little capital. At any rate 
they were uncontrolled except for the example set by the 
State Bank. If they were to exist, it was felt that they 
should be chartered and placed under proper supervision. 

Moreover, the private bankers themselves were not satis- 
fied with their position. They could not issue notes and, 
considering the fact that people were not accustomed to 
check books and that pioneer conditions favored the use of 
currency, this was a serious disadvantage. It is certain 
that much of the agitation for banking reform was inspired 
by men who desired to invest their capital in chartered 
banks of issue, unhampered by partnership with the state. 
At least the opposition was voiced chiefly by the St. Louis 
Chamber of Commerce and by those newspapers which 
carried the most extensive advertising. 

The demand was doubtless in part psychological. The 
private banks in large measure made up for the deficien- 
cies in the State Bank. However, banking in the popular 
mind seemed to be inseparable from note issue, and in 
local statistics of banking capital it was usual to consider 
only the State Bank. So far as St. Louis was concerned 
this, of course, amounted to only $600,000, but the private 
banking capital ran into the millions. With this in view it 
seems impossible to escape the conclusion that much of the 
propaganda was to this extent deliberately dishonest. It 
is of course true that definite figures were hard to get regard- 
ing the business of the private banks. Accordingly, it was an 
easy matter to disregard them. Statistics published by the 
Bankers Magazine and by The Merchants and Bankers 
Register of New York took account only of the State Bank. 
If only chartered banks of issue are considered, the situation 
of St. Louis was of course ridiculous. The following table 
of comparative statistics shows the condition in 1857:7* 


1 Merchants and Banker's Register, New York, p. 1§2. 
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City Population Banking Capital 
(000 omitted) (én millions) 
New York .........-..ccccecee 515 35.4 
Philadelphia ................6. 409 10.5 
Baltimore ..............0ceee: 169 7.1 
BOStOn) 67455 ss eFunds Ohi e ee 138 24.5 
iNew Orleans ...............45 119 12.2 
Cinemmnati ...............0 cee 116 1.7 
Brooklyn ...........220ccecees 6 1.3 
Saint Louis ..............0006 82 6 
Albany <352%5 i caries iwete esau. 50 2.0 
PIttsDUle es 4s:tsecuwesssaeerss 50 2:6 
Louisville ..............c cece 43 2.9 
Charleston ..............00000 42 9.1 
Providence ..........c0sceeees 4! 8.7 
BUG essen seiles curse eeedses 40 9 
Washington ...........-..0005 Lp 8 
NeWark. 655% St oeisties 38 1.8 
Rochester 6 seks sesdnesn estes 36 9 
Lowell ccc%eneserscncsecte cee 33 LI 
LOY seta scascGainemeecenee 2B 1.7 
Savannah): ¢iiss6sa cece cswes 27 2.3 
Richmond .............2.00005 27 2.1 
Portlatid 3493 sesceeiisaeaevas 26 LI 
New Haven ...............05- 22 1.9 
Syracuse ..........ceeee cence: 22 8 
Springfield, Mass. ............. 21 1.1 
DOO iin debts eelaanaek 21 7 
Mobile. coc vees eteiaend tenuis 20 2.0 
Milwaukee ...............0005 20 2 
Manchester ...............000. 19 2.0 
Saléin: 35 ctetete ieee ies 18 1.7 
Lawrence ...........ccceeeees 18 5 
Hartford és. 6 cance dcesdaian 18 4.6 
Nashville ..............cceeeee 17 5.0 
Columbus ...........c0eeeeees 17 6 
LO aor ene ea a eon a er a een 17 1.6 
Cleveland i: cividveccadde svar 17 4 
Bangor 600252 sek faceeoedaes 14 10 


Of course such a table is nearly useless for accurate com- 
parison. It only considers chartered banks of issue and 
does not indicate how much of the capital really represents 
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specie. It is given here because it is a fair sample of the 
kind of statistics that were used to prove the desperate need 
of St. Louis for more banking capital. The same authority 
gives figures for various states as follows for 1858: 


In millions 
State Population Capital Specie Circulation 
(000 omitted) 

Massachusetts ......... 904 43.3 3.0 17.0 
New York ............ 3070 584 7.0 27.2 
Pennsylvania .......... 2311 18.9 6.2 12.0 
Virginia ...........00. 1421 10.2 3.6 11.6 
Indiana .............6: 989 2.0 1.3 3.6 
LOWE 5bewidneseasesas 192 2 0S I 
Kentucky ............. 982 10.1 3.3 74 
Louisiana ...........6. 500 12.2 4.3 3.5 
Michigan ............. 398 7 JI 6 
Missouri ...........-- 68a 1.2 1.5 24 
OIG: «6s isades ies eanas 1977 78 2.8 11.6 
Tennessee ............ 1003 8.4 1.9 5-3 
Wisconsin ............ 304 2 2 2 
Illinois .........cce0e. 858 

Arkansas ............. 210 


When all allowances are made for the shortcomings of the 
statistical method, it is evident that Missouri was handi- 
capped to a much greater degree than most of her neighbors. 
John Jay Knox thought it remarkable that a state of such 
commercial importance as Missouri should have bank de- 
posits of only $3.00 per capita." His error was in not real- 
izing the unusual development of private banking in Saint 
Louis. The local papers of 1855-1856 give evidence that 
business was being cared for in a reasonable fashion. In 
the summer of 1855 money was plentiful and the banks 
found it hard to keep their funds employed.* Some of the 
private banks had deposits in excess of a million dollars, 


1Knox, History of Banking, p. 780. 
7 St. Louis Democrat, June 11, 1855. 
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and gold was constantly arriving from San Francisco.* At 
crop-moving time some scarcity of funds was reported, but 
by the beginning of the new year the stringency was over.” 
The Democrat, however, constantly carried on its campaign 
for the revision of the state constitution and the breaking 
up of the monopoly position of the State Bank. Evidently: 
what was wanted was not more banks of discount and deposit 
so much as chartered banks with the privilege of note issue. 

The St. Louis Republic also favored the proposals for 
banking expansion. It called attention to the fact that the 
failure of the Illinois banks had caused business stagnation, 
and that lack of adequate assistance from the banks had 
retarded recovery. The State Bank was given scant credit 
for its services. It was charged that most of the $38,- 
000,000 exchange sold in 1854 was furnished by the private 
banking houses and that, although six local wholesale 
houses had increased their sales by $2,955,000 between 1845 
and 1853, the capital of the State Bank had remained'station- 
ary.° These statements, however, were not quite fair to 
the State Bank. Its business had not remained stationary 
even if there had been no increase in capital, as is evidenced 
by the following table of comparative accounts: ‘ 


State BANK oF Missournr (000 OMITTED) 


Date Loans Specie Capital Circulation Deposits 
1899 .....-.00- 1,570 691 1,027 671 I, 101 
oT ar 95I 1,260 1,200 731 1,735 
TAGD 20.0000 eee 3,152 2,427 1,208 2,569 1,313 
1954 .....0000 3,958 937 1,215 2,487 3,123 


The reports of the St. Louis Chamber of Commerce 
should serve to indicate the viewpoint of the business men. 
1 St. Louis Democrat, June 20, 1856. 
3 Tbid., Aug. 8, 1855 and Jan. 26, 1856. 
8 Annual Review St. Louis Republic, 1854, pp. 13 and 22. 
* Knox, op. cit., p. 792. 
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In 1842 the Chamber of Commerce accused the State Bank 
of failing to care for essential business and stated that the 
merchants were forced to rely on themselves." Ten years 
later the report stated that the city was doing business on 
a foreign depreciated currency and that eastern exchange 
was obtainable only by paying a premium of 14-16 per cent. 
The amount purchased by the merchants during the year 
was estimated at $30,000,000, of which the State Bank 
furnished but $2,000,000. It also charged that State 
Bank of Missouri notes did not constitute one-third of the 
circulation of the city.’ 

It was quite evident by the end of 1856 that some sort 
of change in the banking laws of the state would have to 
be made. The State Bank was conducting its own business 
on a sound basis, but a great part of the banking business 
of the state had passed into other hands and they were 
totally uncontrolled except for the limitations set by public 
opinion. The State Bank never wholly lost its influence 
here. 

Before attempting to discuss the legislation of 1857, it 
will be desirable to consider with some care the actual 
condition of the State Bank. Just how much and what was 
it doing to relieve business pressure? How extensive was 
its service at this time? 

The statement for March 3, 1857 showed a total capital 
of $1,215,405, of whch the state owned $954,205. Specie 
holdings were $1,245,000; deposits, $1,186,000; circulation, 
$2,780,000; and discounts, $2,511,000. However, much of 
its business was done outside of St. Louis. Each of the 
five branches, at Fayette, Palmyra, Springfield, Lexington, 
and Cape Girardeau, had been assigned $120,058.84 of the 


1 Proc. St. Louts Chamber of Commerce, 1842, p. 24. 


* Report of Committee Appointed by Chamber of Commerce of St. 
Louis on “ Trade, Commerce and Manufacturing,” 1852. 
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capital stock, or about one-half that of the whole institution. 
The division of the business between the various offices is 
shown in the following table: * 


‘DECEMBER 31, 1856 (000 OMITTED) 


Office Leans Suspended Specie Individual Exchange Circulation 
Debts Deposits 
Fayette ....... 164 67 49 160 229 
Palmyra ...... 22 100 56 190 200 
Cape Girardeau 159 9 82 23 98 186 
Springfield .... 148 14 87 54 52 155 
Lexington .... 18 15 97 53 74 215 
St. Louis ...... 1,775 9 809 949 861 1,793 


Commenting on this statement, The St. Louis Democrat 
noted a decrease in deposits due to higher interest rates 
offered by competitors and increasing discounts due to 
public opposition to the bank’s policy of investing in the 
more lucrative out-of-town bills of exchange. The average 
earnings for the past four years including the bonus and 
additions to surplus, were given as 1814 per cent. The sus- 
pended debt came in for criticism, but it was noted that most 
of this was in the country offices. At first sight this large 
suspended debt seems to discredit somewhat the claims of 
the bank to conservative policies. However, it must be re- 
membered that country loans in a pioneer state were neces- 
sarily slow of liquidation. Means of communication were 
undeveloped and it was customary to transfer to suspended 
debt all paper more than a few weeks past due. Much of 
it was later collected. The bank was constantly criticized 
for its failure to expand its circulation. It was always 
under the three-to-one legal limit. However, the officials 
of the bank felt it desirable to consider the reserve as 
against all demand liabilities. This was not a charter re- 
quirement but was certainly sound policy. When the state- 


1 34th Congress, 3rd Session Executive Document 87, p. 202. 
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ment is viewed from this angle the charge that the bank 
was doing too little business loses force. In spite of all the 
criticism, there was much recognition of the service of 
the bank. The St. Lousts Democrat of April 15, 1857 
praised it for straining every nerve to ease the market and 
said it was discounting to the full measure of its ability. 
The City Directory for 1857, although deploring the great 
lack of local banking capital, gave the State Bank credit for 
extending all the facilities justified by its limited capital and 
praised the efficiency of its management. It said no other 
notes in the city were considered as good as gold, that State 
Bank notes were classed as coin while all others were cur- 
rency. By receiving only its own notes and coin and pay- 
ing out nothing else, it was conducting all its dealings on a 
specie basis. This, of course, was written prior to the 
outbreak of the panic and refers to conditions in 1856.* 
The legislation of the coming General Assembly was not to 
take the form of antagonism to the State Bank; it was 
rather to be directed to the larger end of providing more 
adequate banking facilities. 


1 City Directory of St. Louts, 1857, p. 8. 
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CHAPTER XVI 


THE LEGISLATION OF 1857 AND BANKING ProcrEss UNTIL: 
THE OUTBREAK OF THE CIVIL WAR: 


In the preceding chapter an attempt has been made to 
outline some of the conditions which made banking re- 
form desirable or at least politically inevitable. From 
this time on the activities of the State Bank were to be 
merged in the larger banking organization of the state. 
The period of monopoly was at an end. 

In 1854 the governor touched on banking problems in 
his message to the General Assembly. He called attention 
to the fact that the charter of the State Bank would expire 
on February 2, 1857 and that some action must be taken 
to “stabilize property, facilitate business, and keep out 
worthless paper”. The problem was whether to recharter 
the State Bank or to establish free banking. He called at- 
tention to the constitutional provision allowing only one 
bank and five branch offices, and argued that the simplest 
solution would merely be to recharter the State Bank with 
an adequate capitalization.* 

The legislature began consideration of his proposal early 
in the session, but the election of a United States Senator and 
bank directors consumed so much time that action was post- 
poned until the next meeting. A resolution was passed 
asking the new legislature to make it the first order of 
business.* The plans discussed had been quite varied. 


1 Banker's Magazine, Dec., 1854, p. 721. 
*Ibid., April, 1855, p. S22. 
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Some members had been inclined to insist on individual 
hability for note issues, but this did not seem to be the 
prevailing sentiment. Another plan was to change the con- 
stitution and charter ten banks on a specie basis with a com- 
bined capital of $20,000,000. There seemed to be much 
sentiment to do away with investments in state bonds.* 
When the General Assembly of 1856-1857 convened, 
banking problems were at once taken up. The retiring gov- 
ernor advised the recharter of the old bank with a capital of 
$5,000,000. The Saint Louis papers generally pronounced 
this inadequate.” The St. Louis Republican continued its 
fight on the State Bank. It argued for the constitutional 
amendment, and urged that the State Bank be given only a 
temporary extension of its charter in order to provide reas- 
onable time for liquidation. For this, two years was 
thought sufficient. The liquidation of the State Bank, it 
said, would give bank management to those who were in- 
terested and would remove a source of corruption from the 
legislature.* The Mitssours Intelligencer opposed the plan 
for a new $5,000,00 State Bank if other banks were also 
chartered under the plan for a $20,000,000 maximum aggre- 
gate capital. It felt that one-fourth of the possible capital 
concentrated in one institution would lead to unfair com- 
petition. Moreover, it could see no reason for state owner- 
ship at all if the principle of monopoly was to be given up.‘ 
The first fmancial legislation passed was an act to permit 
brokers to buy up depreciated small notes for purposes of 
sending them out of the state." As a temporary measure 


1 Banker's Magazine, July, 1855, p. 52. 

2 See St. Louts Democrat, Mar. 4, 1857. 

* The attitude of the Republican is well stated in Banker's Magasine, 
July, 1855, p. 52. 

* St. Louis Democrat, Jan. 26, 1857 copied from Missouri Intelligencer. 

5 Taws of Mo., 1857, p. 57. 
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until something better could be formulated, the charter of 
the State Bank was extended until February 2, 1861." 

Work was then begun in earnest on the bank question. 
Two problems were pressing for solution, namely: (1) 
What should be done with the State Bank? and (2) How 
could more adequate banking facilities be secured? 

The solution for the first of these problems was a re- 
charter bill. It provided that the present stockholders of 
the State Bank might reincorporate and increase the capital 
to $3,500,000. The state was to increase its hold'ngs to 
$1,000,000, paying for the stock by taking funds from its de- 
posit account. A meeting of stockholders was called for the 
first Monday in April, 1857 to decide whether or not to accept 
the new charter. If rejected the bank must liquidate in 1861 ; 
if accepted its privileges were extended to December 31, 
1887. Its circulation was made receivable for all debts due 
to the state, as long as specie redemption was maintained. 
Public funds were to be deposited in the bank; and in return 
the bank was to perform all the duties of public fiscal agent. 
The state agreed to pay actual costs of transferring funds, but 
was to receive 6 per cent interest on all deposits left for more 
than one year. The governor, on the advice of the newly 
created banking department, might remove state deposits at 
any time he deemed the bank unsafe. The old bank was to 
be liquidated and all branches closed; but the new organia- 
tion was to re-establish the St. Louis main office and to open 
branches at Fayette, Palmyra, Springfield, Chillicothe, Jef- 
ferson City, Cape Girardeau, and Louisiana. In practice 
the only real change was the closing of the Lexington 
branch and the opening of a new one at Louisiana. The 
Lexington business was being turned over to a new inde- 
pendent bank at that place. The total branch capital was 


1 Laws of Mo., 1857, p. 14. 
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not to exceed two-fifths of the aggregate capital of the 
bank.” 

The way was now open for the consideration of the larger 
questions of banking and currency expansion. To do this 
it was of course necessary to amend the constitution. The 
proposed changes had been advertised according to law so 
the legislature had full power to make them effective. In 
general the proposal was to charter not more than ten in- 
dependent banks, of which the State Bank might be one. 
The combined capital was not to exceed $20,000,000 and 
was to be on a specie basis. All the insitutions were to be 
allowed to operate branches.* <A joint committee on bank- 
ing was charged with the working-out of the details of the 
plan. Before an official report was made, the Bankers 
Magazine published the following forecast of its contents: 
issues to be limited to one and one-half times the specie re- 
serve for the first three years, after which a three to one 
rule would be applied; no notes under $5.00; annual bonus 
to the state of one per cent of capital; two per cent of each 
year’s earnings to surplus; 1234 per cent of circulation to be 
invested in state bonds; monthly statement to be published; 
and each bank organized under the law to have a minimum 
capital of $1,000,0000." This forecast proved to be sub- 
stantially correct. The report, however, recommended in 
addition that all the banks be placed under the supervision 
of the state banking department, which should take over all 
the work then done by the state auditor and in addition re- 
quire very much more detailed reports.‘ 

1 Laws of Mo., 1857, “Act to Regulate Banking and Currency,” art. iv, 
chap. x, secs. I, 2, 6 and 7. 

? Carr, op. cit., p. 165. Also printed in full in Banker’s Magasine, Apr., 
1857, p. 48 ef seq. 

* Banker's Magazine, Mar., 1857, p. 745. 


*Ibid., Feb., 1857, p. 662. This also was preliminary and non-official 
information. 
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The committee report was accepted with little opposition, 
and a new general banking law was immediately passed. 
This law made such far-reaching changes in bank policy and 
administration that it is essential here to discuss it in con- 
siderable detail. It is too long for quotation in full, but its 
essential features were as follows: | 


An Act to supply the state with an ample, sound, and safe 
currency, the Notes to be Payable on Demand in Specie and 
to circulate in the State at Par etc." 


Article I. 


Section 4—No notes under $5.00 to be issued. No bank 
shall deal in the notes of banks outside the state or in those 
established by the law of any other state, but all banks char- 
tered under this act may deal in the notes of any bank or 
its branches established by Missouri law. 

Section 5—A quarterly statement of condition must be pub- 
lished in at least two newspapers. 

Section 6—Adequate provision for state examination as 
hereinafter provided. 

Section 9—Penalty for suspension 20 per cent interest on 
circulation, and forfeiture of charter if suspension lasts for 
more than ten days. 

Section 10—All officers placed under bond. 

Section 13—Ten per cent of the capital of each bank organ- 
ized under this act to be paid in gold and silver before open- 
ing. 

Section 14—Within one year ten per cent of the paid up 
capital must be invested in state or railroad bonds, such bonds 
not to be sold below par without the consent of the bank 
commissioner. 

Section 15—Two per cent of the net annual earnings must 
be placed to surplus account and invested in state bonds. 

Section 16—Any state bonds held may be sold at or above 


1 Laws of Mo., 1857 quoted from Merchants and Bankers’ Register for 
1857, p. I15 et seq. 
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par by first securing the consent of the bank commissioner, 
but if sold an equal amount of similar bonds must be pur- 
chased to replace them. 

Section 22—All directors must be stockholders. 

Section 25—Ten per cent of each stock subscription must 
be paid down in cash and the balance on call of the directors 
provided all be paid within one year. Failure to do this 
might involve forfeiture of the stock. 

Section 26—No real estate except for banking house and 
to secure debts previously contracted. The latter type was 
to be sold. 

Section 28—No loans on the security of a bank’s own stock. 

Section 29—Each bank to have thirteen directors, any five, 
however, constituting a quorum. 

Section 30—Not over five-eighths of the capital of any bank 
to be used in exchange transactions. 

Section 31—Each branch office to have its own board of 
directors, four-ninths of whom were to be elected by parent 
bank, and the rest by the local stockholders. 

Section 32—Bonus of one per cent of capital to be paid to 
the state each year in lieu of all taxes. 

Section 33—Interest rates fixed at 6 per cent on 120 day 
paper or less, 7 per cent on longer time paper. Exchange 
charges might be added to this rate. 

Section 34—Semi-annual dividends to be declared from net 
profits. . 

Section 36—The owners of twenty per cent of the stock, 
might demand a special stockholders meeting at any time. 

Section 37—Circulation for the first year limited to $2.00 
for each $1.00 of paid-up capital, second year $2.50 to $1.00 
and third and thereafter $3.00 to $1.00, provided, however, 
that the gold and silver reserve must always equal 3314 per 
cent of the circulation. 

Section 38—If state buys stock in any bank, it must be 
given proportional representation on the board. 

Section 42—Circulation redeemable only at the counter of 
the issuing bank. 
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Section 43—Only gold, silver, or notes of Missouri specie- 
paying banks to be received on deposit or in payment of debts 
due to the bank. 

Section 45—No loans may be made to stockholders whose 
shares are not fully paid up. Stock may not be transferred 
if holder is in debt to the bank. 

Section 46—Loans may be made only in those communities 
where the bank has offices. 


Article II. On Branches. 


Section 1. Each bank organized under this act must have 
at least two branches, each of which must have a minimum 
capital of $100,000, but total branch capital must not exceed 
two-fifths of the capital of the bank. 

Section 4. The branch earnings to be considered a part of 
the general dividend fund of the parent bank. 


Article III. Supervision. 


Section 1. Provides for a bank commissioner and assistant 
with salaries of $5,000 and $2,500 respectively, to be ap- 
pointed by governor, and placed under bonds of $100,000 and 
$50,000 respectively. Must examine each bank before open- 
ing. They were to have notes printed at the expense of the 
issuing bank and sign and deliver them to the bank. It was 
their duty to burn all mutilated notes. Each bank was to 
be examined by them every six months and quarterly reports 
were to be required. Notes issued by parent banks re- 
deemable at main offices and branch notes at branch office 
issuing them. No loans to be made to the bank commis- 
sioners. 


Article [V. Establishment of banks. 
Charters were offered to the following banks: 


Section 1. Exchange, St. Louis, $1,000,000 authorized 
capital. Branches at Glasgow and Neosho. 

Section 2. Bank of St. Louis, St. Louis, $1,000,000 author- 
ized capital. Branches at Kirksville and Boonville. 
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Section 3. Merchants, St. Louis, $2,000,000 authorized cap- 
ital. Branches at Brunswick, Osceola, and Ste. Genevieve. 

Section 4, City Bank, St. Louis, $2,000,000 authorized cap- 
ital. Branches at Kansas City, Columbia, Hannibal, and 
Gallatin. 

Section 5. Mechanics, St. Louis, $1,500,000 authorized cap- 
ital. Branches at Warsaw, Weston, and Fredericktown. 

Section 6. Southern, St. Louis, $1,000,000 authorized 
capital. Branches at St. Charles and Independence. 

Section 7. Farmers, Lexington, $1,000,000 authorized 
capital. Branches at Liberty and Paris. 

Section 8. Western, St. Joseph, $1,000,000 authorized 
capital. Branches at Fulton and Bloomington. 

An amendment was later passed providing that weekly 
statements of coin, maturing bills, and circulation be published 
in the St. Louis newspapers.1 A fight was made to have de- 
posits included but this failed.* 


Commenting on this legislation, William Barrett Ridgely, 
one time comptroller of the currency, has said that the Mis- 
souri banking law of 1857 was well drawn and better than 
that of any neighboring state, although its early administra- 
tion was not all that could have been desired, chiefly on ac- 
count of crude and imperfect methods of examination. He 
especially called attention to the fact that the general scheme 
of supervision by a commissioner which was adopted at this 
time has remained a permanent part of the banking 
machinery of the state.* The Bankers Magazine charac- 
terized the law as, on the whole, judicious and said it com- 
pared favorably with the systems of Indiana, Illinois, New 
York, and Ohio. The influence of Louisiana in the 334 
per cent specie requirement was particularly noted.* 


1 St. Louis Democrat, Mar. 4, 1857. 

? Ibid., May 28, 1857. 

* Ridgely, op. cit. 

4 Banker’s Magazine, Apr., 1857, p. 828. 
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It was at least quite evident that an honest attempt had 
been made to make a satisfactory law. It, however, had 
certain weaknesses. Attention was still centered on the 1s- 
sue function, no special provisions being made for the 
safety of deposits. The requirement that the surplus added 
each year must be invested in state bonds was of doubtful 
wisdom. Moreover, the machinery of note redemption was 
inadequate. By making branch notes payable only at the 
counter of the issuing branch they were inevitably placed at 
a disadvantage compared with the circulation of the main 
office. Still the new banks could not be paper institutions. 
The law, if enforced, would produce institutions that would 
meet their obligations. The State Bank was given no 
special privileges. It was to become merely one of a group 
of chartered banks. The state was not yet ready to give up 
its investment. However, the theory of one great banking 
house with a monopoly of the circulation and furnishing 
banking facilities for all the people had been abandoned. 

The State Bank at once made plans to comply with the 
law. There was some delay about holding the meeting to 
consider acceptance of the new charter, but on May 23rd 
notice was given that it would be accepted. The existing 
stock was converted into stock of the new bank, ten per 
cent being paid down at once and the balance in sums of 
ten per cent at each of the following times: August, Sep- 
temper, October, November, December, 1857; April and 
May, 1858; and 20 per cent, June, 1858. Branch capital 
was assigned as follows: 


Palmyra ..........0ceceeeeeeees $125,000 
FSVGtC: cabin sees Cae eeatceks 125,000 
(Cape Girardeau ................ 150,000 
Jefferson City .................. 200,000 
Springfield .................... 200,000 
Louisiana .............0e cee e 300,000 


Google 


258 THE BANK OF THE STATE OF MISSOURI [530 


No provision was made at this time for the Chillicothe 
office." The increase in the state stock was paid for out 
of deposits to the state’s credit as required by the charter, 
but later this was repaid from the state’s share of surplus 
and profits and from a small appropriation from the Gen- 
eral Revenue Fund.? On August 3, 1858 the New York 
Evening Post reported that books for subscription to the 
new stock had been opened at the Bank of Commerce and 
that 20 per cent of the amount offered had been taken during 
the first few'days. The Post called it a good investment due 
to the favorable commercial position of St. Louis and the 
consequent large business in bills of exchange drawn against 
products shipped down the Mississippi River. It predicted 
that the stock would soon rise to a premium. 

The St. Louis Democrat expressed fear that the payment 
of the 10 per cent initial subscription to the stock of the pro- 
posed new banks would derange business. The State Bank, 
however, recognized that it would have to meet this situation 
and began to reduce loans and convert exchange into cash. 
It thus increased its cash holdings by more than $500,000 
by the time their subscription books were opened.* 

Claiborne F. Jackson was named as the first bank com- 
missioner and immediately prepared to supervise the open- 
ing of the newly chartered banks. Most of them opened 
subscription books in both New York and Saint Louis. 
Stock was eagerly taken in spite of the fact that monetary 
stringency was beginning to appear. By four p. m. of the 
first day 68 people in St. Louis had purchased Bank of 
Saint Louis stock.‘ It had 150 stockholders on the opening 


1 Banker's Magazine, Aug., 1857, p. 151. 
* Report State Auditor, 1859, p. 18. 

* St. Lows Democrat, Mar. 11, 1857. 

4 St. Louss Democrat, Mar. 18, 1857. 
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day." The first day’s subscription to the Farmers Bank 
of Lexington exceeded $100,000. Under the charter re- 
quirement $100,000 specie was necessary before any of the 
banks could be opened, but it soon became evident that most 
would meet the requirement. Local capital for the 
branches was assured by judiciously planning that no two 
banks would establish branches in the same town. This 
ideal, however, was later broken down. In Saint Louis 
the capital for the various banks came from rather distinct 
groups. The Bank of St. Louis represented the interests 
of steamboat men and manufacturers; The Merchants 
Bank, dry goods and grocery trade; The Southern, boats 
and shoes and mechanical trades; and The Exchange, the 
lumber interests.*® 

Before the autumn of 1857 the reorganized State Bank, 
the Bank of St. Louis, The Southern, The Mechanics, The 
Exchange, all of St. Louis, and the Farmers Bank of 
Lexington had opened for business. The year, 1857, how- 
ever, was not a favorable time for the launching of new en- 
terprises. The panic came and brought with it the necessity 
for suspension. Several of the new institutions wished to 
maintain specie payments, but were overruled by the State 
Bank. By the middle of September the banks of Phila- 
delphia, Baltimore, and Washington had suspended, but 
the panic did not reach Saint Louis until September 28th. 
Then the runs on the private banks, described in chapter | 
XIV, started. The newly chartered banks had as yet done 
comparatively little business and so did not suffer greatly. 
Finally on October 24th the State Bank closed for two days. 
The Mechanics alone of the banks of issue refused to sus- 


1 St. Louts Democrat, Mar. 24, 1857. 


3 Jbid., May 7, 1857. 
5 Tbid., Mar. 18, 1857. 
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pend.” One other bank, the State Savings Institution 
(later the Bank of Commerce), maintained specie pay- 
ments.” 

The banks continued to transact business but remained in 
a state of illegal suspension. Of the newly chartered banks 
only the City Bank failed to survive. It had been slow in 
getting started and was not yet open for business when the 
panic came on. Its board of directors voted to surrender 
the charter.» The charters of all the rest were legally 
subject to forfeiture, but no one pressed the case and in 
November the special session of the General Assembly 
passed an act to relieve them of the penalties set down in 
their charters. This act legalized suspension until Novem- 
ber 1, 1858 unless the bank commissioner and the directors 
of the banks concerned agreed to resume sooner. While 
suspended the notes were to draw no interest and no more 
could be issued. A cash reserve of 3314 per cent, however, 
was required to be maintained. In return for this relief the 
banks were ordered to renew all loans, provided they were 
reduced 20 per cent (of which one-fifth was to be paid in 
cash) and provided good security were offered. Of these 
payments the one-fifth just mentioned was to be held in the 
vaults of the bank until the time of resumption.‘ 

The new banks, however, took a minimum of advantage 
of this relief law and, by the end of 1857 or early in 1858, 
most of them had made arrangements to resume specie 
payments. Indeed the State Bank resumed sooner than any 
other ‘bank in the Southwest." This early resumption was 
due in part to the relatively strong position of the State 


1 St. Louis Democrat, July 2, 1858. 

* Banker's Magasine, Feb., 1858, p. 682. 

3 [bid., Jan., 1858, p. 585. 

$ Laws of Mo., 1857, p. 10. 

* Report of Indianapolis Monetary Commission, p. 293. 


Google 


533] THE LEGISLATION OF 1867 261 


Bank and in part to the fact that the other banks had started 
on a specie basis and had not yet done a great deal of busi- 
ness when the panic came. The private banks, however, did 
not fare so well, as has been shown in chapter XIV. A: 
number of them remained closed and most of their business 
passed into the hands of the chartered banks. A consoli- 
dated statement of the chartered banks for the beginning 
of 1857 compared with a similar statement at the end of 
the year shows something of the effects of the panic: 


Beginning of Year End of Year 


Discounts ..............ccce cece eee eee $2,925,000 $2,534,000 
SPOCIG hci lash ences es ietesnens 3,488,000 1,489,000 
Circulation .......... cc cece cece cece neces 3,655,000 1,812,000 
DOPOGUS: 6255 Siac teceaeteekaaad deeeweews 6,308,000 1,486,000 
Ratio of Circulation and Deposits to Specie 1.80to! 2.28 to I 


On the whole, however, St. Louis suffered less from the 
panic than did many other cities. .Her percentage of busi- 
ness failures was only one-half as great as those of Boston 
and New York, and only three-eighths that of Chicago.* 
The resumption, however, was only partial. The St. 
Louis city banks paid specie on demand, but made informal 
agreements to accept one another’s notes in settlement of 
balances. The notes of the country branches, being pay- 
able only at the office of issue, were discriminated against 
an St. Louis. The city bankers began to collect and send 
them home for redemption. This caused ill feeling and in 
some cases led to mob violence. There was no method of 
shipment except by stage coach and in more than one in- 
stance agents of St. Louis banks who had drawn cash from 
country offices redeposited it again for safe keeping. The 
worst case happened at Chillicothe. A: St. Louis agent pre- 
sented $11,000 of the local branch notes and demanded gold. 


1 Pope, op. cit., p. 93. 
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Seventy-five men gathered at the bank and ordered him to 
leave town in five minutes. The bank, however, by reso- 
lution of the board, expressed itself as out of sympathy 
with the act and made arrangements to have its notes re- 
deemed in Saint Louis.’ 

The name “ bankable funds” came to be applied to the 
notes of the stronger St. Louis banks, although it soon came 
to be loosely used to describe all manner of bank notes in 
local circulation. The banks themselves, however, con- 
tinued to draw a more careful distinction. By the end of 
September, 1858 the last of the St. Louis banks, The Boat- 
men’s, had gone to a “ bankable fund ” basis.” The banks all 
tried to hoard their specie and to meet necessary obligations 
by expanding their circulation. However, there was, on the 
whole, a distinct tendency toward contraction of business 
all during 1858. The bank rates varied between six and 
ten per cent, but street loans at fifteen per cent were not 
uncommon.® “ Bankable funds” passed for most trans- 
actions. Little gold circulated, and Ohio, Indiana, and 
Kentucky paper began to disappear.* The Democrat was 
inclined to be critical of the issue policies of the banks and 
called attention to the fact that they had issued less than 
one-half the notes permitted by their charters.° Outside 
of the state Missouri notes were not highly regarded. 
Cincinnati banks took them only at a considerable discount 
and threatened to refuse them altogether. In spite of un- 
settled conditions most of the banks paid their usual 
dividends. The weekly statements were published as re- 


1 Banker's Magasine, Oct., 1859 and Mar., 1860, p. 744. 
*St. Louts Democrat, Sept. 30, 1858. 

*Ibid., Aug. 16, 1858. 

§ Ibid., Oct. 28, 1858. 

* Oct. 21, 1858. 

* Tbid., Sept. 10, 1858. 
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quired by law. The one here given is for December 11, 
1858: 


Bank Circulation Specie Maturing Exchange 
Merchants .............. 493 417 736 
Bank of St. Louis ...... 270 179 293 
Southern ............06- 284 186 379 
Mechanics .............. 238 209 434 
Exchange .............. 264 202 263 
State os sidosc hee eeues 426 §52 1,015 
Total wcsckevcavnicesaxd 1,984 1,745 3,120 


(Note 000 omitted) 


Compared with statements for July 3, 1858 this shows de- 
clines in circulation and specie of $260,000 and $573,000 
respectively and an increase in maturing exchange of $1,- 
600,000. The increase in this last item was largely due 
to the efforts of the banks to provide eastern balances for 
payment of the state debt. 

The use of “ Bankable Funds” contmued in 1859 and 
bankers of other states discriminated more and more against 
Missouri paper. In July Cincinnati banks sent in $125,000 
for redemption at one time. It was redeemed and this 
action did much to stop the rising tide of unrest. Cincin- 
nati bankers had determined to refuse Missouri notes alto- 
gether, but after this they were usually taken at par.* In- 
diana, however, continued to refuse them and they passed 
at a discount in Kentucky and in Ohio outside of Cincin- 
nati. New York City banks received them at a discount, 
regarding them as inconvertible but reasonably safe.* The 
banks did not seem to be in danger of failure. 


1 St. Louss Democrat, for dates given in statements. 

2 Cincinnats Gasette, June 10, 1858, quoted in Banker's Magasine, July, 
1859, p. 76. 

® Banker's Magasine, Aug., 1650, p. 152. 
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In spite of unfavorable conditions St. Louis financial in- 
terests showed an increasing tendency to invest in bank 
stock. The Mechanics Bank added $250,000 to its capital 
stock. Subscriptions to the amount of $757,000 had al- 
ready been made and fully paid for." No doubt its refusal 
to suspend in 1857 had added greatly to its prestige. 
Earlier in the year the Union Bank had opened its books 
and had started with $200,000, partly foreign capital, al- 
though there were ninety-five local stockholders. It plan- 
ned to open branches in La Grange, Milan, Richmond, 
Warrensburg, Kansas City, and Charleston.” It was an- 
nounced that the Western Bank of St. Joseph would soon 
open for business.’ 

Meanwhile a hard fight on the savings banks had de- 
veloped. They had incurred the enmity of the branches of 
the chartered banks, and therefore also of their home offices 
by receiving branch notes on deposit and sending them home 
for redemption. The legislature took up the fight, sided 
with the chartered banks of issue, and passed the Richard- 
son Bill, prohibiting any savings bank from receiving on 
deposit any notes quoted below par.“ This caused one of 
the largest of them, The State Savings Institution, to sur- 
render its charter.° 

In May, 1859 the Bankers Magazine published a detailed 
consolidated statement for all the chartered banks of the 
state as of January 1, 1859. Summarized figures given 
below are taken from this source: * 


1 Ibid., Nov., 1859, p. 399. 

*Jbid., April, 1859, p. 825. 

® Ibid. 

* Ibid., Mar., 1859, p. 745. 

® Ibid., Apr., 1859, p. 829. 

6 Jbid., May, 1859, p. 1887 et seq. 
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CoNSOLIDATED STATEMENTS (000 OMITTED) 
JANuARY I, 1859 


Assets 
Banks Discounts Btllsof Suspended Notesof Duetfrom Specie 
Exchange Debt Other Banks Banks 

State Bank ....... 1,425 2,141 48 257 306 1,382 

Southern ......... 409 488 5 132 5 264 

Farmers ......... 537 753 34 146 185 712 

Mechanics ........ 468 676 5 Ps) 13 363 

Merchants ........ 681 937 119 18 509 

St. Louis ......... 195 563 254 30 296 

Exchange ........ 251 520 16 4l 39 325 

Liabilities 

Bank Capital Circulation Deposits 
State Bank ............... 2,383 2,880 766 
Southern ................. 454 695 349 
Parmer cance fidsatenssesos 626 1,390 216 
Mechanics ................ 413 709 327 
Merchants ................ 418 62 617 
‘St. Louis .............000. 305 522 585 
Exchange .............0:: 365 610 246 


By the end of 1859 the state seemed fairly well supplied with 
banking offices. St. Louis now had eight banks of issue with 
a combined capital of $12,500,000, twelve savings banks, 
and twenty-one private bankers. Although many of the 
other towns had private banks, the chartered banks of issue 
were rapidly extending their branch systems. Branch of- 
fices had been opened as follows:* 


Branch Offices of the Chartered Banks of Issue of Missouri 
State Bank of St. Louts: 


‘Arrow Rock Palmyra 
Canton St. Joseph 
‘Chillicothe Louisiana 
Fayette Springfield 
Jefferson City Cape Girardeau 


1 Sutherland and McEvoy, Mo. State Gasetteer, 1859 and 1860. 
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Southern Bank of St. Louss: 
Independence 
Gallatin 
Savannah 


Mechanics Bank of St. Louss: 


Weston 
Warsaw 
Kansas City 

Union Bank of St. Louts: 
Kansas City 
Charleston 
La Grange 


Merchants Bank of St. Louis: 


Osceola 
Brunswick 
Western Bank of St. Joseph: 
Fulton 
Glasgow 
Bank of St. Louss: 


Boonville 
Savannah 


Exchange Bank of St. Louts: 


Columbia 
Glasgow 

Farmers Bank of Lexington: 
Paris 


St. Charles 
Warrensburg 


Fredericktown 
Osceola 


Milan 
Richmond 
Warrensburg 


Ste. Genevieve 


Arrow Rock 


Bloomington 


Kirksville 


Neosho 


Liberty 


In general these branches had from $100,000 to $300,000 


capital. 


It was with this sort of a banking equipment that Mis- 


souri entered the Civil War. 
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given up the policy of delaying redemption of their notes 
and, as a consequence, had experienced difficulty in keeping 
them in circulation. Also there had been enough fear of 
St. Louis banks to cause out-of-the-state bankers to demand 
specie wherever possible. This had meant a gradual lower- 
ing of their coin reserves. 

Meanwhile the State Bank had been pursuing its regular 
course and taking such business as came its way. It now 
had more competition than before its issue monopoly was 
broken: but it was still the largest financial institution in 
the state and retained much of its former prestige. In 
1858 it had again suspended because of fear of another 
panic, but after a few days resumed on its famous “ Bank- 
able Fund” basis. It has already been shown how this 
idea spread to the other banks. In its original form it was 
that the home office refused to pay gold for the notes of its 
own branches but offered to receive them on deposit or in 
payment for drafts at a discount of 4 of 1 percent.’ This, 
of course, aroused much criticism, it being early recognized 
that the inaccessibility of the country banks meant, that if 
their notes were not redeemable in St. Louis, then for most 
purposes they were not redeemable at all. In 1859 R. A. 
Barnes, a wholesale grocer who had been a director for 
nineteen years, was elected president, but policies changed 
but little. From January 1st to November ‘Ist the circula- 
tion of the bank was contracted from $1,350,00 to $715,000." 
On January I, 1859 its complete statement of condition for 
the St. Louis office was given out as follows: 


1St. Loms Democrat, Aug. 7, 1858. 
2 House Jour., 20th General Assembly Mo., 1859-60. 
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Resources 


Branch Capital ...... 
Discounts ........... 
Exchange ‘Matured .. 
Exchange Maturing ._ 1,086,314.93 
Suspended Debt ..... 
Due from Banks .... 66,014.58 


Furniture ........... 18,734.63 
Notes of Other Banks 98,275.00 
SOGCIE so 4d hvusncens 545,950.42 
Circulation on Hand. 745,275.00 
Real Estate ......... 100,000.00 
State Bonds ......... 176,000.00 

$4,666,962.74 
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[540 
Liabilities 

Capital, State ....... $1,000,000.00 

Capital, Private ..... 1,383,750.00 

Deposits 

Unpaid Dividends ... 

Interest & Exchange 96,201.18 


Due to Banks ....... 237,157.58 
Circulation .......... 1,341,500.00 
Contingem .......... 81,095.35 

$4,666,962.74 


How it and the other banks of Missouri fared during 
the Civil War will next be considered. 
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CHAPTER XVII | 
Missourr BANKING DuRING THE CIviIL War 


THE panic of 1857 and the subsequent depression, in- 
volving the extensive use of “bankable funds”, left the 
banks of the state in a weakened condition to sustain the 
shock of the Civil War. Bank deposits were extremely 
small, amounting to ‘only about $3,00 per capita.” The 
Bankers Magazine characterized Missouri banks along with 
those of Kentucky and Virginia as quite conservative when 
compared with Northern institutions; * but, in fact, their 
condition left much to be desired. Branch banking was the 
established practice; but the home offices were usually un- 
able to control branch pohcies. The result was that the notes 
of the branches were below the standards of those of the 
mother banks and soon the latter began to pay out notes of 
distant offices. Saint Louis thus acquired a currency little 
better than that of Illinois and Wisconsin, and New York ex- 
change rose to a permmum of 1% percent.’ The Merchants 
and Bankers Register of Philadelphia for 1860 listed 43 
chartered banks and branches in 33 Missouri towns. In 
addition it gave the names of 32 private banking houses, 17 
of them in Saint Louis. The total capital was given as 
$11,910,400; circulation, $8,000,000; and specie, $5,000,- 


1In 1860 population of state was 1,721,000 and bank deposits, $4,557,000; 
see Stephens, op. cit., p. 536. 
? December, 1860. 
3 Banker's Magasine, Mar., 1860, p. 246. 
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ooo. The Bankers Magazine in August, 1860 reported a 
decrease of $4,000,000 in circulation since July, 1859.7 It 
published the following consolidated comparative statement : 


CONSOLIDATED STATEMENT MissourI BANKS (00,000 OMITTED) 
July, 1859 August, 1860 


Capital: oiscisecintieetsdovavnes 68 10.5 
Deposits ............ cece ee eeees 3.2 2.9 
Circulation .............0ecceeee 10.8 6.3 
Due to Banks ...............06. 1.2 7 
WONG bos Sule woict cies as 5.2 5.2 
Domestic Exchange ............ 7.0 9.3 
SDECIO: 655k shea ee nes eaeees 4.5 4.2 
Notes of Other Banks .......... 1.2 5 
Due from Banks ............... 8 4 
Suspended Debt ................ I 3 


The Bank of the State of Missouri shared in the general 
difficulty and did not always redeem its circulation.’ Its 
condition, as reported in January, 1859, changed very 
rapidly. The Special Session Report of the Bank Com- 
mittee of 1860 showed discounts of $731,000; cash, $784,- 
000, of which only $237,000 was gold and silver; deposits, 
$491,603; and a suspended debt account of $266,000. The 
report expressed great dissatisfaction with the existing con- 
dition of the bank and made lengthy comparisons with that 
of former days when the bank paper was convertible into 
gold on demand whether issued by the home office or by the 
most distant branch, and was actually preferred to gold in 
California and Oregon.° Considerable criticism was made 
of the conduct of the branches. At this time offices were in 


1 Merchants and Bankers Register of Philadelphia, 1860, p. 23 et seq. 

*P. 162. 

® Banker's Magazine, Apr., 1860, p. 825. 

“See previous chapter. 

®“ Report of Bank Committee,” pp. 1-7 of Legislative Jour. of Mo., 
1860 and House Jour., 21st General Assembly Mo., 1860-61, p. 579. 
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operation in Fayette, Arrow Rock, Cape Girardeau, 
Palmyra, Springfield, Louisiana, Chillicothe, Canton, and 
St. Joseph. 

The unsatisfactory condition of banking in the surround- 
ing states added to Missouri’s difficulties. In 1860 Arkan- 
sas had no banks at all. Iowa had thirteen and Illinois had 
seventy-two. Of the latter over half were banks of circu- 
lation only and transacted no business at their nominal 
locations." Their notes circulated at 10-15 per cent discount, 
although sometimes they passed at much nearer par in small 
transactions.” Illinois, however, was planning reform leg- . 
islation and it was expected that her currency would soon 
be better than Missouri’s. In 1861 she passed a law pro- 
viding for redemption of notes in Chicago and Springfield 
at a discount of % to 34 of 1 per cent.* Previously they 
had been wholly inconvertible. Wisconsin was in a similar 
condition. lowa currency had a considerably better stand- 
ing, being quoted 4 per cent above Illinois notes in Chicago.* 
Although the Missouri banks had more specie than all the 
free banks of Illinois, Wisconsin and Indiana put together, 
their notes were more or less discredited. In 1860 the 
State Bank Commissioner reported the discount as 114 per 
cent below gold and 1 per cent below the notes of Indiana, 
Kentucky, Louisiana, and Ohio. Moreover, exchange on 
New York was 1% per cent.°® 

With all their weakness the banks of Missouri were still 
able to render a considerable amount of war service. The 


1 Banker's Magasine, Jan., 1861, p. 585. 

2St. Louts Democrat, Jan. 17, 1861. 
* Ibid., Feb. 14, 1861. 

‘ Tbid., Jan. 15, 1861. 

5 Banker's Magazine, Apr., 1860, p. 824. 

* Dunbar, C. F., “ State Banks in 1860” in Economic Essays (Sprague 
ed., New York, 1904). 
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local sentiment, however, was divided. Late in 1861 the 
State Bank Commissioner classified the Banks of St. Louis 
as to their political sympathies :* | 


Union Confederate 


Ban! Bank of St. Louis 
State. Circulation, Mechanics | creation 
Merchants : 
Ex $3,411,000 Union $3,086,000 
: Southern } 


On August 16, 1861 Major-General Fremont, officer in 
charge at Saint Louis, demanded that the banks lend his 
organization $250,000. The Exchange Bank handled the 
loan, but all the banks participated. The contributions were 
as follows: ? 








Bank Coin Bankable Funds 
Bank of Missouri ........ $10,000 $42,000 
(Merchants ............... TO,000 24,000 
Mechanics ............... 15,000 15,000 
UNION: ooh ccceineenaweeent 10,000 None 
Exchange ...............- 10,000 17,500 
Southern ................- 10,000 12,000 
Bank of St. Louis ........ §,000 7,500 
State Savings ............ 10,000 14,000 
Boatmen’s ............... 10,000 16,000 
Franklin ................. ‘None 2,000 
German ............000005 10,000 7,000 
DOW Grcetcd enue ete ex $100,000 $157,600 


The next year this was repaid with ten per cent interest.* 
Other demands were made later. These were not always 
met gracefully, but in one way or another the government 
forced the banks to advance a great deal of money. It was, 
however, all repaid with interest. It is difficult to say how 


1 Stevens, W. B., St. Louis the Fourth City (St. Louis, 1909), p. 312. 
: Banker's Magazine, Sept., 1861, p. 235. 
* Tbid., June, 1862, p. 970. 
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large the total borowings were. Stevens is authority for 
the following estimate: 





State Bank 2... ..0.ceceeees $291,000 
Boatmen’s .........020ee008 154,000 
Exchange .............2005 141,000 
UMIOR sss Ses st ese kere 68,000 
Southerm .............0000: 10,000 
Merchants ...............6- 75,000 
IMechanics ...............-- 36,000 
$775,000 1 


Conrad, however, states that in all more than $2,000,000 
was advanced before the close of the war.* At one time 
General Fremont seized all the specie in the vaults of the 
St. Louis office of the State Bank and issued a call to the 
branch offices to send what they had to him. His collec- 
tions by this method were, however, extremely small. The 
Arrow Rock branch, being Southern in sympathy, buried 
its coin for a year and then secretly deposited it in a St. 
Louis bank where it remained until the close of the war.* 
United ‘States bonds were purchased in large quantities. 
The State Bank alone had $599,000 in 1865. There seems 
to be no record of the amount advanced to the Southern 
cause, but it was no doubt considerable. Large voluntary 
subscriptions were made to aid the families of soldiers on 
both sides. When the Western Sanitary Commission 
started such a fund the State Bank headed the list with a 
subscription of $5,000." 

Throughout most of 1860 the banks of Saint Louis at- 


1Stevens, W. B., St. Louis the Fourth City (St. Louis, 1909), p. 312. 

* Conrad, Cyclopedia Mo. Hist., vol. i, p. 230. 

* Napton, Past and Present of Saline County (1881), p. 476. 

4a3rdé Adjourned Sess., General Assembly Mo., 1865-66, House Jour. 
®* Conrad, Cyclopedia Mo. Hist., vol. i, p. 239. 
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tempted to maintain par exchange and redemption of circula- 
tion. There was much talk of suspension, but the Mer- 
chants Bank in particular fought the idea. After a pre- 
liminary conference which accomplished nothing, its board 
of directors passed a resolution to petition the legislature 
to force the banks to pay out no currency or notes which 
they would not redeem at their own counters.” 

On November 28, 1860 all the banks of Missouri except 
the Exchange Bank of Saint Louis suspended specie pay- 
ments. Three days previously a bankers meeting had been 
held, attended by representatives of all the banks except the 
Exchange. At this meeting it was decided not to suspend. 
However, a second meeting, held on November 27th, re- 
versed this action. It was a stormy session. The State 
Bank opposed suspension, having coin holdings equal to 70 
per cent of its circulation, but finally gave in to the judgment 
of the meeting. The Merchants Bank, which had 7214 per 
cent coin against its notes, stood with the State Bank. The 
Exchange Bank refused to attend the conference. It had 
a very small circulation outstanding, and, due to its liberal 
policy of redemption, had little paper in the hands of brokers. 
Accordingly, it could afford to be independent and to take 
its own time for a decision. Little information is available 
as to the attitude of the private banking houses, but it is 
known that Barksdale and Anderson suspended. The action 
of the conference caused little surprise. It was expected 
and seems to have met with the approval of the local busi- 
ness men.” 

In April, 1861 the Saint Louis banks came to an agree- 
ment to support one another’s notes. This lasted until 
October when one of the banks announced a refusal of the 


1 Banker's Magasine, Apr., 1860, p. 824. 
*Tbid., Jan., 1861, p. 585. 
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notes of the Union Bank.’ Later a new agreement was 
made between the State, Merchants, Union, and Southern 
Banks, whereby each agreed to accept and pay out the notes 
of all the others. By May, 1861 conditions were very 
bad. The St. Louis Democrat said the currency question 
was beyond all hope of settlement and spread a rumor that 
the credit of the state would be impaired by a default of 
the July interest on the bonded debt, the governor having 
planned to use the fund for other purposes. The Evening 
News vigorously denied this story.2 The New Orleans 
Crescent had accused Saint Louis of leading in the race for 
suspension and had upbraided the banks for paying divid- 
ends while suspended.* 

A demand was made that the legislature recognize actual 
conditions and legalize the action of the banks. On Feb- 
ruary 15, 1861 The St. Lous Democrat reported that the 
Senate had begun to discuss the question and would likely 
allow the expensive “bankable fund” system to be con- 
tinued. A’ disposition of the chartered banks of issue to 
fight the savings institutions was noted. The savings banks 
had incurred the ill will of the country branches by demand- 
ing coin on all possible occasions, and it was this that caused 
the opposition. ‘Meanwhile the House had passed a stay 
law, providing, as the Democrat said, “for the indefinite 
continuance of all notes not paid at maturity.”* Finally 
the bank bill styled “ An Act for the Relief of the Banks of 
Missouri ” was passed by both houses and became effective 
March 18, 1861.5 The House had previously passed an 
anti-bankable fund measure, but it had been rejected by 


1 Scharf, Hist. of St. Louis City and County (Philadelphia), 1883, p. 1379. 
Quoted in Banker's Magasine, May, 1861, pp. 915 and 940. 

*? Quoted in St. Louts Democrat, Jan. 24, 1861. 

*Ibid., Feb. 16, 1861. 

5 Ibid., Mar. 6 and 9, 1861 and Banker's Magasine, Apr., 1861, p. 836. 
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the Senate." This measure proposed to allow the banks 
to receive any sort of paper on deposit so long as they re- 
deemed it in gold on demand. However, the banks an- 
nounced that they would not receive deposits except on 
agreement not to demand redemption; so the law would 
probably have been a dead letter.’ 

The Relief Act undertook to do two things: (a) to 
remove the penalties for suspension and (b) to provide for 
the payment of the July interest on the state debt. It ap- 
plied to the following banks: State, Merchants, Mechanics, 
Exchange, Southern, Union, St. Louis, Farmers, and West- 
ern. The more important provisions were as follows: 


1. All provisions of the Act of March 2, 1857 which en- 
tailed forfeiture of charters for suspension were set aside 
until May 1, 1862. 

2. Interest could not be charged on circulation during the 
period of suspension, and no notes of banks outside the 
state were to be paid out. 

3. Notes of any Missouri bank affected by the act were 
made receivable for any debts due to such banks, provided 
that no branch notes were receivable at less than par. 

4. The revenue bonds due June 1, 1861 were to be re 
deemed, and the July interest on the state debt paid. For the 
latter purpose Governor Jackson was authorized to raise the 
necessary funds by selling 3253 shares of the stock of the 
State Bank. 

5. Any borrower, paying the interest and ten per cent of 
the principal of his loan, was to have the time extended for a 
period equal to that of the original loan upon giving propef 
security. 

7. Any new circulation issued after the date of the act 
was to be stamped as suspended paper by the State Bank 
Commissioner. 

1 St. Louis Democrat, Feb. 28, 1861. 

2 Ibid., Feb. 15, 1861. 
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g. The weekly statement heretofore required of St. Louis 
banks was discontinued. 

11. The 6 to 7 per cent restriction on the interest rate was re- 
pealed, but the two to one limit on circulation was retained. 

14. The banks were to lend $500,000 to the state govern- 
ment, assessments to be made on each bank in proportion 
to its capital. As security the governor was ordered to 
issue 9 per cent bonds, payable in three and five years for 
which the revenues of the state were pledged.’ 


The courts aided the policy of semi-suspension. In 1859 
the Boatmen’s Bank presented $54,840 notes of the Palmyra 
Branch of the State Bank and demanded gold. $1,190 of 
this amount was in denominations of $5.00, the rest $10.- 
00’s, $20.00’s and $50.00’s. The bank refused to pay un- 
less it could consider each note a separate demand. It of- 
fered to pay each of the $5.00 notes in silver, and the others 
$5.00 in silver and the rest in gold. The Boatmen’s Bank 
refused this offer and brought suit for the entire $54,840 in 
gold plus 20 per cent damages. The court said that the bank 
had the legal right to consider each $5.00 bill as a separate 
demand, but, under the Act of Congress of 1853 limiting 
the legal tender values of silver to $5.00, the bank could 
not tender silver coin for the larger notes. It, accordingly, 
ordered the bank to pay $53,650 in coin and $11,000 dam- 
ages, also in coin.” Appeal was taken to the State Supreme 
Court. In 1863 a decision was handed down granting the | 
bank the right to consider each note a separate demand, 
payable $5.00 in silver, the rest in gold.* The effect of 
this outcome on business can be imagined. 

" Banker's Magasine, July, 1861, p. 24. The act was published in full 
as a state document. A copy is in the possession of the Boston Public 
Library. 

* Banker's Magasine, Sept., 1860, p. 251. 

3 Sumner, W. G., History of Banking in All the Leading Nations, 
vol. i, p. 450, quoting 2 Whittlesy 497. 


Google 


278 THE BANK OF THE STATE OF MISSOURI [550 


The banks took full advantage of the new law. The 
Union and City Banks soon became discredited, but 
most of the others continued to use “ bankable funds” 
and accepted one another’s notes. The Exchange Bank, 
however, persevered in its plan of action and refused to 
be a party to the agreement. The Mechanics, Merchants, 
Farmers, and ‘Western announced that they would attempt 
early resumption. The Boatmen’s Bank refused all notes 
except those of the State and Merchants Banks, while the 
Building and Loan Association (later the Bank of Com- 
merce) refused them all. The Farmers Bank of Lexington 
had been thoroughly discredited, but, after burning $912, 
680 of its notes, announcement was made that it had enough 
cash and assets to redeem all other notes outstanding, to 
pay its depositors, and to return the stock at par.* Part of 
its trouble had been due to robbery of specie by federal 
troops. Still its paper was generally refused. As a rule 
the notes of the stronger banks passed at ten per cent dis- 
count, but some of the banks kept separate accounts ae 
each kind of notes.” 

Fractional currency was forbidden by law, but in Aug- 
ust, 1861 the Bank of Saint Louis began to issue small notes 
and the others soon followed its example. No attempt 
was made to enforce the law and the banks generally pledged 
their resources for their payment. Small change was so 
scarce that such notes were gladly accepted.’ 

It is somewhat difficult to get statements of condition of 
the various banks during the war. In January, 1861 all 
the banks except one declared their usual semi-annual divi- 


1Letter from Mr. Aull, cashier, in Banker’s Magasine, Nov., 1861, 
Pp. 395- 

* Banker’s Magasine, Nov., 1861, p. 304. 

3 [bid., Jan., 1863, p. 568 from St. Louts Republic, Dec. 16, 1862; 
and [bid., Aug., 1861, p. 156. 
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dends of five per cent... In March, 1864 the State Savings 
Bank paid four per cent.” A consolidated statement for 
January, 1861 showed capital $13,178,000; specie, $4,160,- 
000; and circulation, $8,000,000.2 On July 1, 1862 the 
Saint Louis banks of issue reported their condition as fol- 
lows: * 





Bank Ctreulation Deposits Specie Other assets (000 omitted) 
Western ...... $244 $244 $276 $101 
Union ........ 460 121 246 47 
Southern ..... 662 440 426 303 
Mechanics 647 471 497 250 
St. Louis ...... 259 287 269 148 
Merchants .. 608 836 529 611 
Exchange ... 24 680 436 443 
State ......... 1,048 702 1,039 629 
Total ......... $3,956 $3,784 $3,992 $2,536 


The Boatmen’s Bank, though not a bank of issue, was a 
strong institution. At this time it probably had $300,000 
specie and as much more in “bankable funds”.° In 
January, 1863 another consolidated statement was published 
showing in round numbers, capital $11,200,000; circulation, 
$4,000,000; deposits, $3,400,000; loans, $12,000,000; specie, 
$3,600,000; and notes of other banks, $1,300,000.° The 
Bankers Magazine in July, 1864 reported that the loans of 
Missouri banks had declined from $17,000,000 to $8,800,- 
ooo between January, 1861 and January, 1864, while in 
the same time the specie reserve had decreased from $8,- 
000,000 to $2,000,000. In July, 1864 this latter was given 


1 St. Louis Democrat, Jan. 10, 1861. 

* Banker's Magasine, Mar., 1864, p. 754. 

* Ibid., Feb., 1861, p. 660. 

* Ibid., Sept., 1862, p. 234. 

5 St. Louis Democrat, Mar. 4, 1861. 

* Banker's Magazine, Jan., 1864, p. 506 statement for Jan., 1863. 
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as below $600,000." A large number of the banks con- 
tinued operations throughout the war period. The follow- 
ing list of chartered banks and branches with the capital 
of each as of October, 1863 shows that the state was not 
left without banking facilities, even though specie payments 


were suspended during a large part of the time: ? 


Banks of Issue 


(Merchants Bank, St. Louis ................ 
Branch, Brunswick .............00seeeeee: 
‘Branch Ste. Genevieve .............06: 
Merchants Bank, St. Louis ............... 
Branch Kansas City ............000005 
Branch Warsaw .........ccccccccccees 


(Exchange Bank, St. Louis ................ 
Branch Glasgow ............ecceeeeee: 
Branch Columbia ................0-: 

Bank of ‘St. Louis, St. Louis .............. 
Branch Boonville .............-.00000: 
Branch Kirksville .............-00000- 

Southern Bank, St. Louis ................. 
Branch Independence ...............-- 
Branch Savannah ............csceeeees 
Branch St. Charles ............ccee00: 

Union Bank, St. Louis ................0-. 
Branch Richmond ............ecceeee: 
Branch Kansas City .............0005: 
Branch La Grange ...........0..eee0s 
Branch Warrensburg ................. 
Branch Charleston .............ce0e0- 
Branch Milan ...........0cccccccccers 

Third National Bank, St. Louis ........... 

State Bank, St. Louis ...............0008: 
Branch Arrow Rock ..........2eceee05 
Branch Canton ........0..cccececceuee 
Branch Cape Girardeau ............... 


1 Bonker’s Magasine, July, 1864, p. 74. 


* Executive Document 50, 38th Cong. Ist Session, “Letter of Sec’y 
of Treas. giving Abstract of Bank Reports for Commissioner of 


Internal Revenue.” 
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Branch Chillicothe ............seee0e 150,000 
Branch Fayette ...........cceecceeees 125,000 
Branch Louisiana .............. Snead 200,000 
Branch Palmyra .........cesccseeeece 125,000 
Branch Springfield ..............e0e05 200,000 
Branch St. Joseph .........cceceeeeees 100,000 
Western Bank, St. Joseph ................- 244,000 
Branch Bloomington ...............-: 64,000 
Branch Fulton ..........sceeececeeeee 53,000 
Branch Glasgow .......--..cceeseeeee 250,000 
Farmers Bank, Lexington ..............+5- 600,000 
Branch . Liberty sc acwweseniakeoudcwes 250,000 
Branch Pariss..5c2cc dss tiaceentaswies 150,000 
First National Bank, Columbia ........... 100,000 


It will be noted from this statement that Missouri had only 
two national banks at this time. ‘Her state banks were sus- 
pended, but were by no means broken banks. The State 
Bank was probably the strongest of the group, but it was 
carrying on its business in accordance with the general rule. 
It was relatively sound, but was earning a low rate of re- 
turn on its stock. 

Here on the eve of the launching of the National Bank- 
ing System it may be of interest to glance at the condition of 
the state banks nationally in comparison with those of Mis- 
souri. Most of the state experiments had ended in disaster. 
Vermont's state bank had closed as early ag 1815. By 1830 
Kentucky had seen two failures. The Indiana Bank, 
though successful, was now closed. Massachusetts and 
Illinois ventures had failed in the forties. Those of 
Georgia, Florida, and Arkansas had closed in 1842. Ala- 
bama had quit three years later leaving a debt of several 
million dollars. Louisiana had sold out, and Tennessee was 
now almost to the end. There were left only the Bank of 
Kentucky, the Farmers Bank of Delaware, the state banks 
of North and South Carolina, and the State Bank of Mis- 
souri. Delaware and the Carolinas were experiencing some 
measure of success aside from war disturbances. It was 
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evident that the state systems had largely broken down be- 
fore the national government came on the field. 

Now as to the local conditions in Missouri. The list 
of state banks and branches in 1866 contained thirty names, 
but of these ten were closed or closing. Six of these re- 
presented offices of the Union Bank of St. Louis, which 
was liquidating. The State Bank had closed its Fayette 
Branch. There were in addition some fifty private and 
savings banks. Thirteen state banks had closed 1861-66, 
but of these most had either nationalized or become private 
banks. 

Statements of the Bank of the State of Missouri were 
published in 1865 and 1867. They are extremely incom- 
plete but are essentially as follows: 


(000 OMITTED) 


State Bank Sept. 30,18651 Dec. 31, 1865? 1867 ® 
Capital, Public ........... ($3,370) $1,086 
Capital, Private .......... ( ) 2,305 
Circulation .............-. 19a 
Due to Banks ............. 19 133 
DEDOSINS havc cece desadetieed 1,240 946 
Real Estate ............... $244 239 
COM. Civssedkceeiecieseses 868 156 
Notes of Other Banks ..... 615 730 
State Bonds .............. 48 400 
National Bonds ..... peeren 599 
Discounts ............e05: 1,373 986 
Exchange ..............-- 294 553 
Suspended Debt ........... 5902 715 
Liabilities of Directors .... 239 


1 23rd Adjourned Sess. General Assembly Mo., House Jour., 1865-66. 

3 Banker's Magasine, May, 1866. 

*8th semi-annual Report Bank Commissioner Mo., Appendix, Jour. 
of Mo. General Assembly for 1867. ‘A more complete analysis of the 
condition of the State Bank will be found in chap. viii. 
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CHAPTER XVIII 
THE SALE OF THE STATE STOCK 


As early as 1851 the question was raised as to the ad- 
visability of disposing of the public interest in the State 
Bank. It first came up in connection with the demand for 
increased banking facilities. The Senate Committee on 
Ways and Means suggested selling the state stock in order 
to get away from restrictions imposed by relations with 
the private stockholders. It was then proposed to start a 
new bank with $5,000,000 capital." The matter was re- 
ferred to a Bank Committee, of which Wayman Crow of 
Saint Louis was chairman. The report of this committee 
advised the sale of the state stock, but opposed any further 
public ownership of banking institutions. Mr. Crow took 
occasion to express forcibly his ideas on the superiority of 
private management. The essential features of the argu- 
ment are here given:* The committee concurs with the 
governor in the opinion that banks controlled by agents of 
the legislature are seldom, if ever, satisfactory. Bank man- 
agement requires experience, capacity, honesty, and tech- 
nical skill on the part of the directors. The legislature and 
the executive have not the opportunity of learning the quali- 
fications of directors, but are compelled to rely on casual in- 
formation from interested parties. The directors are thus 


1 Banker's Magasine, Mar., 1851, p. 700. 
* Ibid., p. 700 et seg. Adapted from the “Report of the Bank Com- 
mittee, Senate of Mo.,” Mar., 1851, Wayman Crow, Chairman. 
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often incompetent. But, even if competent directors could 
be secured, experience teaches that business organizations 
are not usually well managed unless private interest over- 
looks and controls their affairs. Such guaranties are want- 
ing where the directors are appointed by the state. Ex- 
periences of our own and other states have proved these 
conclusions to be well founded; and that banks are rarely, 
if ever, well managed by such agents. So long as the state 
holds the present stock investment and is responsible for 
that of the University and Common School Funds, and so 
long as the disproportion of public to private stock remains 
as great as it is, it will be advisable to make no changes in 
the management. So long as the state owns so much 
stock, management could not safely be confided to private 
agents. ‘Good policy then requires the state to cease to be 
a stockholder in the bank, and that at the first opportunity 
it can be accomplished without loss. Discussing the proper 
method of doing this, the committee presented the follow- 
ing plan: The charter still has six years to run, and the 
state has no power to abridge the term without the consent 
of the private stockholders. Even if the state had the 
power to cause the liquidation of the bank now, it could not 
be done without deranging business. Such results must be 
avoided and may be if certain fundamental steps are taken 
as follows: (1) the charter should be extended for a reason- 
able period in order to invite additional investment in the 
private stock; (2) the subscription books for private shares 
should be reopened; (3) a majority of the directors should 
be selected by the private stockholders; (4) as soon as an 
agreed amount of private stock has been taken, the bank or 
the private stockholders must purchase the state shares at 
not less than par; (5) the proceeds of ‘the state sale should be 
deposited in the bank at 6 per cent interest; (6) in order to 
avoid legal difficulties incident to the constitutional require- 
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ment of reservation of one-half the stock for the state, 
such reservations could be made to become effective only 
upon order of the legislature. Such an order should not be 
given; (7) as a bonus the state should require an annual pay- 
ment of 14 of I per cent on the capital stock; (8) in order to 
prevent over-issues of currency, the state auditor's signature 
should be required on each note, such signature to be with- 
held at the option of the auditor. The report argued that 
new stock could not be sold without an extension of the 
charter and, that if the bank were to be expected to buy the 
state stock, an increase of capital would be necessary. It 
concluded with the statement that the bank had failed to 
keep out the unsound currency of other states and that no 
other result could be expected so long as neighboring states 
continued their paper bank policies. 

It is worth noting that the report did not bring specific 
charges against the management of the Bank of the State 
of Missouri, but merely presented the theory of Mr. Crow. 
The legislature evidently so accepted it, for there is no re- 
cord of any further action. 

The next legislature again took up the question and, on 
February 23, 1853, passed a law embodying many of the 
suggestions of the Crow Report. It authorized the sale of 
the state stock at not less than par, to be paid for in coin 
or state bonds. The proceeds were to be deposited in the 
bank at 6 per cent interest, and the vacant places on the board 
of directors were to be filled by the private stockholders. It 
was not, however, to become effective until ratified by the 
holders of a majority of the private shares." There is no 
record that this assent was secured, and the law became a 
dead letter. 

The fact was that the demand for a change had not yet 


1 Banker's Magasine, July, 1853, p. 76. 
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become strong enough to force action. The bank was still 
doing a satisfactory business. In February, 1854 it re- 
ported combined deposits and circulation of $3,800,000 and 
cash reserves of $1,200,000." The Panic of 1857 and the 
consequent restriction of business was to turn the demand 
toward expansion of banking capital, and so the problems 
of state ownership were lost in the consideration of larger 
issues. Little more was heard of the Crow Recommenda- 
tions. However, in 1857 The St. Louts Democrat at- 
tempted to revive the question, arguing that much of the 
circulation had surely been lost through twenty years of 
use and therefore would not be presented for redemption, 
and that this together with the established reputation of the 
bank would insure the sale of the state stock at a large 
premium. But it was not able to create much interest, and 
the outbreak of the war in 1861 postponed all discussion of 
internal fiscal affairs. 

The passage of the National Bank Act with its ten per 
cent tax on the issues of state banks put a different face on 
the matter. It was not yet supposed that a bank could be 
really prosperous without the right of issue. To nation- 
alize the bank and still retain state stock opened up too many 
chances for conflict with the federal power. Moreover, it 
was coming to be generally felt that the mission of the 
bank had been accomplished. It had provided standards of 
banking honor at a time when private institutions were too 
weak to do so; but now the chartered banks were vigorous 
institutions, and it looked as if the State Bank had become 
a mere competitor on a level with the rest. It was expected 
that many of the chartered banks would wish to nationalize 
and that federal control would likely bring efficient regula- 
tion. It looked as if the state could retire from the banking 
business without causing state business to suffer. 


1 Banker's Magasine, Feb., 1854, p. 636. 
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There was another powerful reason for selling the state 
stock. Profits had declined until the state’s share of the 
dividend was not sufficient to pay the interest on the bonds 
issued to pay for the stock. In his report for 1865 the 
state auditor made a careful analysis of the situation.* 
He pointed out that, although the charter of 1837 had pro- 
vided for an authorized capital of $5,000,000, one-half to 
be taken by the state, the whole amount had never been sub- 
scribed, and at the time of the reorganization in 1857 the 
state actually owned about two-thirds of the stock.” Under 
the new charter the state had been required to subscribe for 
$1,000,000 of the $3,500,000 authorized stock, but had 
actually taken $1,086,300 out of a total of $3,426,403.06. 
Included in the state investment were the following funds: 


School Fund .............ccceeceeccceees $661,967.96 
‘Seminary Fund ..............cccceeeeeee 100,000.00 
Sinking Fund ............. 0c ccceeeeeeees 15,559.54 
Subscription in her own right ............ 308,773.50 


The sources of these funds were as follows: (a) the 
School Fund representing the proceeds of the saline lands 
and other gifts from Congress, including the Surplus Re- 
venue apportionment, and was paid over to the bank in 
gold; (b). the Seminary Fund resulting from the sale of 
the Seminary Lands granted by Congress, and was con- 
trolled by the curators of the University. A $23,000 pay- 
ment on this had been made in gold to the Chillicothe 
Branch; (c) the Sinking Fund, due to an amendment to — 
the bank charter made February 12, 1839, which provided 
that the excess dividends after paying the interest on the 
state bonds should be accumulated and used to pay the prin- 
cipal of the state debt : (d) the ownership of stock in her own 


1 Report Mo. Auditor, 1865, Appendix, pp. 77-80. 
* State stock, $963,490.10; private stock, $511,015.00. 
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right which came about because the state did not have enough 
school funds to pay for her $1,000,000 subscription, and so 
had issued bonds for theremainder. These bondshad matured 
in 1863 and had been replaced by new twenty-year bonds. 
Although $362,000.00 of bonds had been issued, the stock 
received for them amounted to only $308,773.50. The 
bonds had been marketed below par, the loss aggregating 
$53,226.50. Thus interest had to be paid on a considerably 
larger amount than that on which dividends were received. 
The interest rate on the bonds was 514-6 per cent but really 
amounted to more as it was payable in New York, and 
Eastern exchange was at a considerable premium. The 
auditor's estimate was 





$21,425.00.......005- interest and exchange 
9,263.20. ......000 annual dividend. 
$12,161.80. .......... loss 


He considered this alone reason enough for the state to dis- 
pose of its stock. 

However, he did not favor throwing the stock on the 
open market, but thought liquidation of the bank preferable. 
Dividends had lately averaged a bare three per cent a year 
while the chartered banks of Saint Louis were paying 
twenty to twenty-five per cent. He argued that the market 
price depended largely on the earning power and offered 
as proof that Saint Louis bankers were bidding only 60 
for the stock while its book value was 106%. 

‘He arrived at the book value in this manner: 
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‘STATEMENT OF JULY 1, 1865 


Assets 
Real Estate: 9 cies exGase tee weie eked. $243,780.28 
‘Coin and Bullion on Hand ............ 167,657.25 
Coin and Bullion in New York, London, 
and Montreal .............ccceues 708,223.28 
Notes and Currency ...........-00020: 600,551.35 
United States Bonds ................ 600,000.00 
Undivided Profits ................000- 298,420.58 
State Bonds <.6csssccsasesupasecionces 408,000.00 
OONS 2 tock wedied a eecieeeene eee saue 1,580,430.17 
Maturing Exchange .................. 307,732.61 
Due Otherwise ..............cccce cece 204,768.26 
Charged Off ......... ccc ccc cece eee ees 572,248.56 
$5,701,818.84 of 
Liabslsties 
Circulation .......... ccc cece cee ee eeee $292, 326.00 
Due to Banks ..............cccceccees 79,831.06 
WDODOSIES  aie'dae cso es oeioereoncs 1,106,895.93 
$1,479,052.99 
Total Assets ..........0 cc ccc cece ccnes $5,701, 818.84 
Liabilities to Customers .............. 1,479,052.99 
‘Excess to be divided among’Shareholders $4,222,765.865 
Capital 2.45 oath aie seoteieekt 3,426,403.00 
Excess over Capital .............0000: $796, 362.79 
Suspended Debt Which is Partly Good 572,248. 
INGE OXCOS8 cpio lo es bd diac khaled ees $224,114.23 
Capital: i gsc:isewnwanieacedtand aseees $3,420,403.06 
IN Gt CX0ES6 s0css cs pad aG enh core cases 224,114.23 
Stockholders Equity in Bank ......... $3,650,517.29 


ro 106.54 per cent of capital stock. On this analysis he 
argued that the proper procedure was a receivership. 
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The new state constitution of 1865 instructed the General 
Assembly at its first session under the new organic law to 
enact legislation enabling any of the existing chartered banks 
to take out national charters, and to provide for the sale of 
all state bank stock on such terms as might be established by 
law. It further ordered that the proceeds of the sale of the 
state stock should be invested in the bonds of the United 
States.” 

The Twenty-third General Assembly proceeded to carry 
out the constitutional instructions. A computation, based 
on the statement of September 30, 1865, showed net assets 
in excess of capital stock and liabilities to outside parties 
of $86,000. This was somewhat less favorable than the 
auditor’s July report, but was arrived at in a slightly dif- 
ferent way. Only two-thirds of the suspended debt was 
charged off, but deduction of $102,000 was made to cover 
losses on state bonds sold at a discount. A resolution was 
introduced in the House, providing that on the above show- 
ing it would be unwise to sell stock below par, but that it 
would be better to liquidate the business and invest the pro- 
ceeds in United States bonds, under the constitutional pro- 
visions. This did not meet with favor, and a bill permit- 
ting the bank to nationalize and then arrange for the pur- 
chase of the state stock was substituted for it. This passed 
the House by a vote of 102 to 6, and was at once sent to the 
Senate. Here it was referred to the Committee on Banks 
and Banking, which reported favorably, and the bill was 
passed 22 too. It was signed by the governor on March 5, 
1866.? 

The state at once asked for bids on its stock. A’ Saint 
Louis syndicate headed by James B. Eads made an offer of 


1 Constitution of Mo., 1865, art. viii, sec. 3 and art. xix, sec. 6. 
*See Banker's Magasine, June, 1866, p. 987 and House Jour., 23rd 
Adjourned Session, General Assembly Mo., 1865-66 passim. 
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$1,178,635.50 and was accepted." The contracts were 
signed on June 14 and 18, 1866. Payment was made in 
government bonds, and those of the Pacific, North Missouri, 
and Iron Mountain Railways. ..The proceeds were as- 


signed to the different funds as follows: 


For the first time since 1837 the state was out of the bank- 


ing business. 


1See Report Mo. Auditor, 1867, p. 26 et seq. for a further discussion 


of the sale of the state stock. 
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CHAPTER XIX 
THE NATIONAL BANK OF THE STATE OF MIssouRI 


THE sale of the state stock marked the end of public 
bank operation in Missouri. It also marked a vital change 
in the character of the institution. Henceforth, it was to 
be essentially speculative rather than conservative, although 
there appeared a pronounced tendency to carry on the specu- 
lations under cover of the reputation for conservatism which 
had come down to it from the days of state ownership. 
Many of the officers and employees had seen long terms of 
service and they were retained where possible. Every effort 
was made to capitalize their loyalty. The subsequent career 
of the bank left a blot on its record. It was to do a 
“ plunger ” type of business for about eleven years and then 
to go down in the depression following the panic of 1873. 
Though not properly a part of the state experiment in bank- 
ing, it has seemed best to carry the record to the end. 

By the close of 1865 the Eads syndicate was in undis- 
puted control of the assets of the bank. Robert A. Barnes, 
the retiring president, had lost the struggle with Eads. He 
became angry, purchased stock for spite, forced the new 
management to buy him out at a high price, and generally 
threw his influence against the bank.* Aside from this in- 
cident, the new institution started in great favor. The de- 
cision was made to nationalize it, but to keep the old name 
as nearly as possible. Acordingly it was rechartered as the 
National Bank of the State of Missouri and opened for. 


1 St. Louis Times, June 21, 1877. 
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business on January 1, 1866. The authorized capital was 
$5,000,000 of which $3,410,000 was paid up.” This gave 
it a capital far larger than that of any Western bank, and 
left 1t the undisputed leader of Missouri banking affairs. If 
the prestige of the old bank could be maintained, the future 
seemed bright. J. H. Britton of the Third National Bank 
of Saint Louis became president, and the former cashier, 
Mr. A. S. Robinson, was retained. New York connections 
were made with the National Bank of Commerce. 
Although by far the largest bank in the state, it was not 
without competition. In July, 1867 there were national 
banks in nine Missouri towns, reporting a total capital of 
$7,459,000." Some of its Saint Louis competitors were com- 
paratively large institutions. The Third National had a 
capital of $1,049,000; The Merchants National, $700,000; 
Saint Louis National, $535,000; Union National, $500,000." 
In addition there were a large number of banks operating 
under state charters and a great many private banking 
houses. Some of these were of considerable size. Be- 
tween the time of organization and the failure of the 
National Bank of the State of Missouri, the banking power 
of the state grew rapidly; and, while the National Bank 
of the State of Missouri continued as the outstanding insti- 
tution, its lead was steadily diminished. In January, 1868, 
sixteen national banks reported a capital of $7,500,000; cir- 
culation, $3,300,000; deposits including those of other banks, 
$9,300,000; and a cash reserve of 24.2 per cent.* The specie 
holdings were generally low. In 1869 out of $4,222,000 re- 
serves, reported by eight Saint Louis banks, $3,476,000 re- 


1 Banker's Magasine, Dec., 1866, p. 472. 
3 Ibid., July, 1867, p. 56. 

* Jbid., Sept., 186s. 

‘Jbid., Jan., 1868, pp. 544 and 556. 
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presented legal tender notes and New York City deposits.” 
By 1871 there were 29 national banks in the state.* There 
were still many state and private institutions, but the larger 
ones had shown a tendency to take out national charters. 
The Boatmen’s Bank was the one outstanding example of a 
big bank that preferred to remain under state control. As 
early as 1864 The St. Louts Democrat had advocated a gen- 
eral law, allowing any state bank to nationalize without a 
special act of the General Assembly.* The increasing con- 
centration of reserves in the East was causing not a little 
worry; and in 1866 the Saint Louis banks took the lead in 
a conference in ‘Chicago condemning the requirement of re- 
demption in New York, Philadelphia, or Boston.‘ The 
figures here given serve to indicate something of the sort 
of banking field entered by the newly nationalized state 
bank. 

Information relative to its operations prior to the panic 
of 1873 is difficult to obtain. It was merely one of a group 
of Saint Louis banking houses, and the statistics given are 
usually of the nature of consolidated statements. Such in- 
formation as is available is mostly the result of disclosures 
at the time of the failure. It remained the chief depository 
for the state of Missouri and a sub-depository for Illinois.° 
It undertook the task of retiring the currency of the old 
State Bank and by October, 1870 only $535.00 was left out- 
standing.® In 1867 E. P. Curtis was elected cashier, 
succeeding A. S. Robinson. J. H. Britton remained pre- 
sident. On this date the surplus was given as $353,000 and 


1 Banker's Magasine, Jan., 1869. 

3 Ibid., Sept., 1871, p. 168. 

* Tbid., Jan., 1864, p. 594, copied from St. Louis Democrat. 
* Ibid., Oct., 1866, p. 305. 

®Stephens, op. cit., p. 508. 

* Banker's Magazine, Sept., 1871, p. 168. 
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deposits, $1,673,000. A five per cent dividend was declared 
in July, 1867.1. During this year large loans were made 
to the city of Saint Louis for current expenses. The bor- 
rowing was necessary due to a change in the assessment 
laws.? In 1868 it took a leading part in the organization 
of the local clearing house. There were 39 members. 
Clearings averaged about $2,000,000 a day. For January, 
1869 the total was $56,000,000. Balances were paid in 
drafts." This year also marked its first great venture into 
speculation. It purchased $1,000,000 of the Saint Louis 
Water Bonds at 9214, $800,000 on its own account, and 
$200,000 for its New York correspondent, The National 
Bank of Commerce. The rest of the issue was sold in 
Europe and to other Saint Louis banks.* From this time on 
one speculative deal followed another in rapid succession. 
The North Missouri Railroad, the Eads Tunnel and Bridge 
project, the Eads Jetties, and the Merchant’s Exchange 
were all financed. Expensive real-estate transactions were 
undertaken. Desiring to move uptown a lot was purchased 
at the corner of Fourth and Olive Streets for $154,000. 
This was never used, for the New Exchange Building was 
projected and the bank was authorized by the Comptroller 
of the Currency to take stock in it. Quarters were pro- 
vided in this building. It was the established policy of the 
bank to bid on all state, county, and city loans. Deposits 
of public funds were secured whenever possible. Through- 
out these years of reckless expansion small dividends were 
paid regularly and, outside of banking circles at least, its 
reputation for conservatism seemed unimpaired. Many in- 

1 Banker's Magasine, Aug., 1867, 9. 141. 

* Ibid., Jan., 1867, p. 964. 

® Tbid., Feb., 1860, p. 665. 

‘Ibid., Apr., 1868, p. 832. 

* St. Louis Democrat, June 21, 1877. 
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fluential men who had long been customers of the old State 
Bank remained on its books. As the successor of the State 
Bank it had a reputation difficult to destroy. Then came the 
panic of 1873 with its consequemt shrinkage of values. Even 
loans that before had appeared to be fair business risks be- 
came dangerous overnight. The officials of the bank were 
well aware of the extent of the depreciation and, in an effort 
to write off losses, reduced the capital to $2,500,000." At the 
same time the circulation was cut down from $1,645,531.00 
to $50,000 by the retirement of United States bonds. Part 
of this contraction was due to the desire to escape heavy 
taxation. In lieu of all taxes the government required the 
following semi-annual payments: %4 of 1 per cent on the 
average circulation, 14 of 1 per cent on the average deposits, 
and %4 of 1 per cent on the capital in excess of bond hold- 
ings.” This of course was only the federal tax. By these 
drastic steps failure was avoided in 1873, but the bank had 
received a blow from which recovery was impossible. 
Clearing-house certificates had been used during the panic, 
but not a single bank closed its doors. The full effects of 
the trouble were not to become evident for several years. 


1 St. Louis Democrat, June 21, 1877. 
7St. Louis Times, June 21, 1877, quoting Revised Statutes U. S., 
par. 5214. 
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CHAPTER XX 
THE FAILURE OF THE BANK 


It had been a matter of common knowledge for some 
time among the bankers of the city that the National Bank 
of the State of Missouri was weak and constantly growing 
weaker. However, they had tried to protect it at least to 
the extent of saying nothing, and The Third National Bank 
had offered substantial aid by rediscounting several hundred 
thousand dollars of selected paper.. The statement call for 
April 14, 1877 disclosed the following condition : * 


Resources 

Loans and Discounts ...........cccceceeeeeeeees $3,787,352.23 
U. S. Bonds to ‘Secure Circulation .............66 50,000.00 
U. S. Bonds to secure U. S. Deposits ............ 106,000.00 
Other Stocks, Bonds and Mortgages ............. 510,095.50 
Due from Approved Reserve Agents ............. 211,305.52 
‘Due from Other National Banks ................ 9,185.16 
Due from State Banks ............ccscccceeccees 9,574.51 
(Real Estate, Furniture, etc. ............ccceeeees 281,713.44 
Expenses and Taxes Paid ............ccccceeees &2,667.21 
(Checks and Cash Items .........cccccccccccccees 48,767.46 
Exchanges for the Clearing House .............. 78,250.14 
Bills of Other Banks ........... ccc ccc cee cecceess 71,008.00 
Fractional Currency ............ccccscccceceeres 999.05 
CCIE Bede S incase esiscauacee ads horeeeeuwsen ees 11,431.00 
Legal Tender Notes ..........cccccccccceccccuces 268,000.00 
U. S. Certificates of Deposit for Legal Tender .... 10,000.00 
(Redemption Fund ............ccccccccccecccacecs 2,250.00 

$5,538,665.52 

1 St, Louis Democrat, June 20, 1877. 
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Liabilities 
Canital Paid: Iii oic.ci ds hain seca ae sn ee $2,500,000.00 
SUPOlNS: 6c leevs sh chee ustes deus aneeiecosaeee ss 248,775.52 
Undivided Profits ............. ccc cece cece ncccecs 24,297.87 
CivcilatiOn: aces cbhisn cutee s wee maene seria thease 
Unpaid Dividends ............ cece cece ence re eees 10,919.00 
DepOsit asco s enw dswesesiawsiwdetekanes tei cesses 973,077.50 
Demand Certificates of Deposit ............-.006. 14,008.81 
Time Deposits ...........ccccccccccecccecenccees 623,844.85 
| Rertified Checks .........ccccccec cece ccc cecccece 1,505.80 
Cashiers Checks ...........ccccccccccccccccteees 3,201.95 
Due to National Banks ............ ccc cece eens 80,914.60 
Due to State Banks .......... ccc cece cre ceseens 546,605.38 
(REGISCOURES: fvis.d5 yo ess ceinigsebsseeliieasdeeee Gone’ 336,504.18 
Bills -Payaple oscerecit stead davies eadeenceras 130,000.00 


$5,538,665.52 


This was not a strong statement but it might have passed 
muster if it had not been known that many of the invest- 
ments held were worth far less than par. At least this was 
known by the other bankers. For some months it had been 
common practice to present large checks for immediate pay- 
ment without waiting for the regular clearings.” 

After the publication of the April statement somebody 
became alarmed and wrote to the Comptroller of the Cur- 
rency demanding an investigation of the bank. William 
P. Watson, a representative of the Treasury Department 
and an expert examiner, was sent down from Chicago to 
make a thorough examination of the books. He reported 
early in May that the bank had much dead paper and that 
in his opinion forty per cent of the capital was gone. He 
said a previous examination made by him had been found 
incorrect as to the character of the cash items and the 
amount of past-due paper in the portfolio.” He also found 

1Statement of a competitor made after the failure in St. Louwts 
Democrat, June 21, 1877. 


* Reply of Comptroller of Currency to Letter of W. H. Blss, St. Louis 
District Att'y (1879, Washington). 
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that no elections of directors had been held for three years, 
but that this was not due to negligence of the officers, for 
regular calls had been issued each year at the proper time, 
but a quorum had never responded. Instead of closing the 
bank, the Comptroller ordered an election of directors for 
May 29, 1877 and made plans for a fuller investigation. 
About $600,000 of the stock was owned in Saline, 
Howard, Boone, Pike, Marion, Cape Girardeau, Greene, 
and Cooper Counties. When the national charter was 
taken out, the holders of the stock of the Old State Bank 
branches were merely given an equal amount of stock in 
the new bank. Although holding nearly one-fourth of the 
stock they had remained singularly indifferent as to their 
interests and had not been represented on the board of dir- 
ectors. Quotations on the stock had declined from above 
par to around 60, but the panic had caused such widespread 
depreciation in securities that this alone did not seem to stir 
the country members to action. They had received their divi- 
dends regularly and had asked few questions. However, 
when it was announced in January that the regular dividend 
would be passed and that likely none would be paid in july, 
interest began to be aroused. It was quite evident that the 
election called for May 29th would not go by default. The 
Saline, Howard, Boone, and Cooper County stockholders 
agreed to vote for H. S. Mills, who had been cashier of the 
‘Arrow Rock Branch of the State Bank from 1857 to 1864 
and who now owned $20,000 stock. The Pike, Marion, Cape 
Girardeau, and Greene County men proposed Ex-United- 
States-Senator John B. Henderson of Pike County, a 
former cashier of the Louisiana Branch Bank. He was 
not a stockholder, but bought 25 shares in order to qualify.’ 


1The National Bank Act required only 10 shares, but it had been 
raised to 25 in this case by the by-laws. 
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The two combinations planned to vote for each other and 
thus to get two country directors. The attempt was suc- 
cessful. Two new members were elected from St. Louis, 
W. M. Samuels and N. S. Chouteau, Members re-elected 
included President Britton, Vice-President Barton Bates, 
James B. Eads, J. S. Walsh, and C. F. Burns.* 

‘Henderson immediately demanded to see the books. 
There was no opposition. At the first meeting of the new 
board he introduced a resolution asking the president to ap- 
point an examining committee. It was adopted, and Chou- 
teau, Mills, and Henderson were appointed with President 
Britton and Vice-President Bates as assisting members.” 
The committee at once undertook to make a thorough ex- 
amination and, after working ten days and nights and going 
over every note or other investment separately, reported 
that in their opinion the bank was hopelessly insolvent. 
President Britton and Cashier Curtis gave every assistance 
during the examination. Liabilities exclusive of capital 
were given as $2,387,000 and assets at face value, $5,000,- 
ooo. Such examination as they could give, the report con- 
tinued, led to the conclusion that the depreciation was so 
great as to demand the immediate closing of the bank.* 
The board went into session at 10 a. m. Tuesday the roth 
of June and, after debating the report all day, admitted in- 
solvency and passed the following resolution by an unani- 
mous vote :* 


1. Reasonable profits can no longer be expected. 
2. The interests of the creditors can best be served by a 
receivership. 


1 A complete account of the election is given in The St. Louts Republic, 
June 21, 1877. 

3 St. Louts Democrat, June 21, 1877. 

St. Louis Republic, June 21, 1877. 

4 St. Lowis Datly Times, June 20, 1877. 
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3. Two directors should be appointed to correspond by wire 
with the Comptroller of the Currency and report at 10 a. m. 
tomorrow. 

4. In case the Comptroller should refuse a receivership, 
voluntary liquidation is recommended. 


Pursuant to instructions from the Comptroller, the bank 
was closed for purposes of liquidation Wednesday, June 20, 
1877; and two days later Mr. Walter S. Johnston was 
named receiver.* 

There was comparatively little excitement and no run on 
the other banks of the city. Just before the passage of 
the resolution several new accounts were offered, but were 
refused. Aifter its passage no more business was trans- 
acted. Ai reporter for the St. Louts Democrat visited the 
bank and found only six people in the lobby. Several of 
them had checks, but were told by Mr. Curtis that no funds 
could be paid out. There was some excitement in financial 
and commercial circles, but no great alarm on the Exchange. 
Few members of the Exchange were customers of the bank. 
Its depositors were chiefly corporations, country banks, ex- 
ecutors, guardians, and men who had done business with 
the State Bank in other days. It also held city and county 
funds and was the official depository of the bankruptcy 
court. On June 23rd The Democrat was able to report 
the money market placid and the effects of the failure gone. 
But these were the superficial effects. 

The newspapers tried to make the best of the situation 
and said no other banks and no business houses would be 
affected. The country banks which had funds on deposit 
were offered assistance by the other banks of the city, and 


Letter to the author from W. G. Fowler, Deputy-Comptroller of 


Currency, June 22, 1921 (see appendix for a copy of his letter). 
2 St. Louts Democrat, June 21, 1877. 
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arrangements were made to protect their outstanding checks. 
The Democrat on June 21st published a list of the country 
accounts and the banks that would honor their checks. 
The Boatmen’s and Saint Louis National Banks were espec- 
ially active in this work. They also offered to carry the city 
government for current needs, and announced that indivi- 
dual depositors who presented certificates of claims would 
be advanced 40-50 per cent of their face value at current 
interest rates. The Saint Louis National Bank advanced 
$100,000 to take care of the necessary payments of the 
bankruptcy court.’ 

All of the Saint Louis newspapers contained very full ac- 
counts of the failure. On June 20th The Democrat printed 
the following editorial. It represents a first reaction before 
any investigation was made: 


This is the largest failure since the first days of the panic 
when Jay Cooke and Henry Clews went over. There had 
been some comment before the failure, but people thought a 
$2,500,000 capital and government supervision was pretty} 
good protection for depositors. We are told the depositors 
will ultimately be paid in full. Confidence in the bank man- 
agement is, however, shaken. The directors are men wha 
commanded esteem and who had ample outside means; yet 
in ten years the capital is gone, and the richest and oldest 
bank west of the Mississippi River is gone. Stockholders 
must learn to watch their bank. The directors had full 
control. Latterly they had not even gone thru the form of 
being elected. The English requirement of a full statement 
to the stockholders’ meeting should be used here. Rumors 
were current yesterday afternoon. Yesterday morning the 
directors voted to stop business and protect the creditors. 
There has been a terrible shrinkage of values since 1873. 
For some weeks there has been a pressure to sell stock in 


1 Dacus, J. A. and Buel, J. W., A Tour of St. Lowis (St. Louis, 1878). 
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the open market. Questions were asked, “ What is the matter 
with the old State Bank?” Somebody wants to sell, but the 
question remained unanswered.’ 


A! preliminary statement of the accounts was given out 
on June 20th essentially as follows: deposits about $2,- 
400,000 including $240,000 city funds and $130,000 to the 
credit of assignees, registers, and masters in chancery. 
These latter and the city funds were secured by bonds.” 
Official state deposits were only $3,000, but the bank ad- 
mitted holding $500,000 state money on a sub-contract 
from a St. Joseph, Missouri bank.* Country banks had 
large accounts. 

The report that stock had been offered for sale in large 
blocks just previous to the failure gave color to the charge 
of fraud. Over five hundred people were reported to have 
sold stock during the last few months. The receiver took 
notice of this and announced that he intended to institute 
suits to set aside the transfers, on the ground that the sellers 
knew of the condition of the bank. Ex-President Barnes was 
reported to have sold a large part of his stock and to have 
invested the proceeds in county bonds.‘ It seemed difficult 
to get action. The receiver, Mr. Johnston, wrote to the 
comptroller that a grand jury investigation was expected, 
yet the fall term of 1877 and the spring term of 1878 came 
and went without it. At the fall term of 1878 an inquiry 
was demanded, but was opposed by the district attorney. 
Indictments were finally returned against Britton, Bates, 
and Curtis.5 At least the agitation caused the names of 
the owners of record, as of August 1, 1876, to be made 


1 St. Louis Democrat, June 20, 1877 (Adapted). 
3 Ibid., June 20, 1877. 

8 St. Louts Republic, June 21, 1877. 

4 Ibid. 

5 Reply of Comptroller, etc., op. cit. 
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public. There were 25,000 shares of par value $100 each. 
In 1876 they had been assessed at $70 by the county as- 
sessor, but were quoted at 59-60 just before the suspension. 
James B. Eads, the largest stockholder, had 2702 shares; 
President Britton, 1,542; Barton Bates, 1,175; and J. A. 
Ubsdell, 1,150. The other holdings were much smaller. 
The Aetna Insurance Company had 200; University of 
‘Missouri, 230; National Bank of Commerce, New York, 
70; and H. S. Mills, 200. Aside from Britton, Bates, and 
‘Mills the holdings of the other directors were very modest 
barely enough to qualify. Fifty stockholders had as 
many as 100 shares. The complete list included 485 
names.” 
Whatever may be said about the conduct of the bank 
previous to the election of the new board of directors, it 
was generally conceded that Henderson, Mills, Chouteau, 
and Samuels were standing for an honest settlement; and 
it is to the credit of the president and cashier that they 
placed no obstacles in the way. In fact the city govern- 
ment had been given to understand that it would not be to 
its best interests to largely increase its balance, although the 
bank could probably have received at least $500,000 from 
this course, and its officers knew that to refuse it meant cer- 
tain suspension. After conditions became desperate the 
officials seem to have at least tried to stop where they were. 
The causes of the failure have been indicated in the pre- 
vious chapter. The Comptroller’s office records three major 
causes: fraudulent management, excessive loans to officers 
and directors, and depreciation of securities.? Five direc- 
tors, chiefly Bates, Britton, Eads, and ‘Curtis owed the 
bank $800,000." Eads paid at least a part of his indeb- 


1 St. Lous Democrat, June 21, 1877. 
2Letter from Deputy-Comptroller Fowler, of. cit. 
3 Banker's Magastne, July, 1877, p. 70. 
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tedness and was given his notes, thus securing exemption 
from prosecution. This, however, was done on an order 
from a competent court." The comptroller charged the 
officers with paying unearned dividends and making false 
reports, but seemed loath to press the prosecution. The 
receiver had written him that the cashier, Mr. Curtis, was 
a man of natural moral excellence and fine business habits, 
that he was familiar with all details and in the process of 
liquidation gave more assistance than any one except the 
equally guilty assistant cashier. Many items were listed 
with the depreciated securities. In 1871 the North Mis- 
ouri Railroad was reorganized as the Saint Louis, Kansas 
City, and Northern. The bank made a large loan on the 
stock as collateral on a basis of valuation of $80 a share. 
It paid 2-3 per cent dividends for several years but they were 
forced, and the stock soon declined to 60.7 It was quoted 
at 20-25 at the time of the failure. Heavy loans had been 
made on the Eads Bridge and Tunnel. This stock had sold 
for 150 and was now nearly worthless. The Olive Street 
corner once purchased for a building site had cost $154,000, 
and the bank had refused later to sell at $180,900. Now, 
$100,000 was offered for it. Likely the total real-estate 
holdings of the pane had depreciated $250,000 in the last 
two or three years.* 

The Saint Louis Democrat secured a large number of in- 
terviews both with parties directly concerned and with re- 
presentative financial interests. These statements contain 
much of interest relative to the condition of the bank and 
the state of public opinion. President Britton was first 
asked for an interview. The reporter said he found 


1 Reply of Comptroller, op. cit. 


* St. Louts Democrat, June 21, 1877. 
3 St. Louts Times, June 20, 1877. 
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Colonel Britton leaning on a counter talking earnestly to a 
man. He asked him to come back to see him in the even- 
ing. He went back to the bank at 7 p. m. and found the 
Colonel with two watchmen waiting for him. He said he 
had decided not to be interviewed until the federal examiner 
had made his report, but in spite of this statement he con- 
tinued the conversation. He said he was confident that the 
bank would pay all its debts and he hoped it could resume. 
In fact he had opposed the suspension, but had yielded to 
the judgment of the board and voted to close. He assigned 
as causes, general stagnation and shrinkage of securities. 
Among the more important losses were the bridge and jet- 
ties advances but he thought this money would come back’ 
with interest. He denied that the bank held any stock in 
the North Missouri Railroad, but admitted having made 
personal loans to it which he thought were safe. He said 
the Chamber of Commerce loan of $50,000 was wholly 
gone. The cashier refused to make any statement whatever. 

Mayor Overstolz stated that the city deposits were pro- 
tected by a special bond of $500,000 signed by President 
Britton, Barton Bates, John Jackson, James B. Eads, and 
J. S. Walsh. The balance in the bank was given as $244,- 
953.03. Only $12,923.29 cash was available in the city 
hall vaults, but other banks in the city had offered to supply 
current needs. The Fourth National Bank had been sel- 
ected as city depository. The County Treasurer refused to 
tell the amount of the county deposit, but said he had some 
funds in three other banks. President Britton and Mr. 
Henderson both estimated this account at about $80,000. 
At the office of the City Auditor the reporter listened to a 
tirade against the bank by General Shields. He called the 
officers thieves and said they should be sent to jail for 
life. He accused the bank of receiving $1,100 water col- 
lections after the resolution to close had been passed. The 
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Water Board had over $12,000 on deposit. The School 
Board had nothing, having checked out $131,000 state fund 
apportionment two weeks before. 

The examiner, Mr. Howenstein, was next interviewed. 
He expressed surprise that the bank had closed at all. He 
said he had examined it the night before and found plenty 
of money there, that the depositors would lose nothing, and 
that a 25 to 50 per cent dividend might be expected very soon. 
The other examiner, Mr. Barnard, was inclined to discuss 
the various investments of the bank and to commend the 
officers for their public spirit in making public advances in 
time of need. He cited a $1,000,000 loan made to the city 
in 1875. 

The reporter then sought to get an expression from 
various competitors. R. J. Lackland, President of the 
Boatmen’s Bank, was first visited. He talked in a guarded 
fashion, but said that the low figure of the recent stock 
quotations indicated that the failure had been anticipated. 
He thought no other banks and little business would be 
involved, as the bank was still a sort of government insti- 
tution and had comparatively few commercial accounts. At 
any rate he thought most of the banks were unusually well 
supplied with funds. He indicated that his bank had not 
been friendly toward the failed institution, and that he 
knew little about its affairs. At the Manufacturer's Bank 
it was stated that the bank had been carrying too much real 
estate and was doing too little business to make profits on 
its big capital. They did not expect to see any business 
failures, as few business men carried their accounts there. 
At Bartholomew Lewes & Co. he was told that every bank 
in the city had been expecting the failure for a year, and 
that it was common knowledge that it had made no loans 
lately. The Valley National Bank also professed no sur- 
prise at the failure. The Commercial Bank said their or- 
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ganization would lose nothing, for they made it a policy to 
get ready for things which they expected.’ 

However much the suspension may have been looked for 
by the bankers, it was a surprise to the average man about 
town. The Democrat said it created universal surprise out- 
side of financial circles. The Times called it a “ thunder 
clap” and said the many “I told you so’s ” were not heard 
yesterday.” The fact that so many public accounts and 
accounts of country banks were on the books indicates that 
the failure was not generally expected. 

Bank Examiner Howenstein at once made a complete 
audit and reported that the capital stock was very largely 
gone. Walter S. Johnston, the receiver, was a well quali- 
fied man and unembarrassed by any Saint Louis acquantance. 
He liquidated the business with signal success. In 1879 
the Comptroller of the Currency was able to report that 70 
per cent dividends on all the approved claims had been paid. 
The cash disbursements totaled $1,500,000. After serv- 
ing until 1885 Mr. Johnston resigned and Edgar T. Welles 
was appointed in his place. An assessment of 25 per cent was 
levied and finally all proved claims were paid with interest. 
There remained $63,676.85, which amount was turned over 
to Mr. Welles as agent for the shareholders. The affairs 
of the bank were not finally closed until June 16, 1887.‘ 

It had been stoutly maintained that no other banks would 
be affected, but it was soon found that the lack of excite- 
ment and run did not mean that the trouble was over. On 
July roth the German Bank suspended with liabilities of 
$200,000. Four days later the Butchers and Drovers Bank, 


1 These interviews were published in The St. Louis Democrat, June 21, 
1877. 

2 St. Louis Times, June 20, 1877. 

* Letter of Comptroller, op. cit. 

«Letter from Deputy-Comptroller, op. cit. 
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The North Saint Louis Savings Association, and the Bank of 
Saint Louis closed their doors. On July 16th The Bremen 
Savings Association failed. The runs continued. As the 
smaller banks began to close, everybody became frightened. 
In sixteen months Saint Louis loans dropped from $42,- 
000,000 to $29,000,000; deposits from $38,500,000 to $27,- 
000,000; and the number of banks from forty-six to thirty- 
two.” The country banks seem to have escaped the trouble, 
but the excitement spread to Kansas City, and the follow- 
ing January The Maston and First National Banks sus- 
pended. The latter bank had deposits of $350,000.? It is, 
of course, not to be maintained that all the trouble was due 
to the failure of the National Bank of the State of Missour. 
These banks had also been taking speculative risks on their 
own account. However, it is known that most of these in- 
stitutions were among its creditors, and the excitement re- 
lative to its closing, no doubt, had much to do with starting 
runs on the other banks. 

This marks the end of one of America’s great banks, al- 
though its period of usefulness had ended with its national- 
ization in 1866. Since that time it had been a great cor- 
porate speculator rather than a bank. This last chapter 
of its history should not lead to forgetfulness of its great 
service. The Bank of the State of Missouri played a 
major role in the financial development of Missouri and of 
the whole Mississippi Valley. Its prime function had been 
to set standards. It had taught the lesson of sound and 
conservative banking at a time when honor and respon- 
sibility were not commonly found in the banking business. 
In the face of this great service it may well be excused for 


1 Stephens, op. cit., p. 508 (altogether there were 25 failures in the 


state. Of these 20 paid their depositors in full). 
2 Banker's Magazine, Mar., 1878, p. 740. 
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often failing to care for the legitimate needs of its custo- 
mers. Private banks were, at least in some measure, able 
to remedy this fault, but they could not have set standards. 
It is to the State Bank that Missouri’s unusual banking 
record is chiefly due. It is to be greatly regretted that its 
last days as a national bank did not measure up to its re- 
cord while under state control. 
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APPENDIX 


Letter from W. J. Fowler, Deputy-Comptroller of the 
Currency, relative to the liquidation of The National Bank 
of the State of Missouri. 
Treasury Department 
Washington 
June 22, 1921. 

Mr. J. Ray Cable 

The University of Oklahoma 

Norman, Oklahoma 

Sir: 

Your letter of June 15th, is received with reference to 
the Bank of the State of Missouri. 

You are advised that the records of this office show that 
The National Bank of the State of Missouri in St. Louis, 
Missouri, was declared insolvent and placed in the hands of 
a receiver on June 23, 1877, Walter S. Johnston being the 
receiver appointed. 

Mr. Johnston subsequently resigned and Mr. Edgar T. 
Welles was appointed to succeed him on January 31, 1885. 
The receivership paid dividends aggregating one hundred 
per cent and interest to creditors who proved their claims as 
required by law; and the affairs of the receivership were 
finally closed and a shareholders’ agent elected to whom the 
remaining assets of the bank, aggregating $63,676.85 were 
turned over. Mr. Edgar T. Welles was elected share- 
holders’ agent on June 16, 1887. 

The cause for the failure of the bank was fraudulent man- 
agement, excessive loans to officers and directors and de- 
preciation of securities. 


Respectfully, 
W. J. Fowler 
Deputy Comptroller. 
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